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TUESDAY, JULY 1, 1958 


House or REPRESENTATIVES, 
Com™MitTEB ON MercHANT MARINE AND FISHERIES, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to notice, in room 219, Old 
House Office Building, Hon. Herbert C. Bonner (chairman) presiding. 

The CuatrMan. The committee will come to order. 

The committee is meeting this morning to consider H. R. 10692, 
introduced by Mr. McCor mack, of Massachusetts, to authorize the con- 
struction and sale by the Secretary of C ommerce of two transatlantic 
superliners. 

The bill before us would authorize the construction of two very 
large passenger liners by the United States and sale of the ships to 
an operator for use in the Atlantic trade. ~ is similar to bills H. R. 
10638 by Mr. Ray of New York and H. R. 13174 by Mr. Macdonald of 
Massachusetts. 

(H. R. 10692 follows :) 


[H. R. 10692, 85th Cong., 2d sess.] 


A BILL To authorize the construction and sale by the Secretary of Commerce of two 
transatlantic superliners 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That, in keeping with objectives of United 
States shipping legislation, as evidenced in the declaration of policy of the Mer- 
chant Marine Act, 1936, as amended, to further the development and maintenance 
of an adequate and well-balanced American merchant marine, composed of the 
best-equipped, safest, and most suitable type of vessels, the Secretary of Com- 
merce is hereby authorized to undertake the construction of two low-fare trans- 
atlantic passenger superlines of approximately ninety thousand deadweight tons, 

‘apable of carrying approximately six thousand passengers and a crew of one 
thousand three hundred and fifty men, with a sustained sea speed of thirty-four 
knots. There is hereby authorized to be appropriated to the Department of 
Commerce such sums as may be necessary, these moneys to remain available 
until expended, for the construction, outfitting, and equipping of such trans- 
atlantic passenger superliner vessels. 

Sec. 2. The Secretary of Commerce, through the Federal Maritime Board and 
Maritime Administration, is hereby authorized to enter into a construction con- 
tract for said vessels with a domestic shipbuilder, the price of such contract to 
be determined pursuant to the provisions of section 502 of the Merchant Marine 
Act, 1936, as amended. Concurrently with entering into such contract with the 
shipbuilder, the Federal Maritime Board is authorized to enter into a contract 
with Sea Coach Transatlantic Lines, Incorporated, for the purchase by the latter 
of such vessels upon their completion, fully outfitted and equipped, at the fixed 
price of $70,000,000 per vessel. Terms and conditions for the payment of the 
purchase price shall be in accordance with the provisions of section 502 (c) and 
section 503 of the Merchant Marine Act, 1936, as amended. The various statutory 
provisions of the Merchant Marine Act, 1936, as amended, shall be applicable 
to these vessels, where appropriate, to the same extent as if they had been 
constructed pursuant to the provisions of section 502 of said Act, except, for the 
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purposes of this Act, the words “construction differential subsidy”, as used in 
the Merchant Marine Act, 1936, as amended, shall mean the difference between 
the construction cost of said vessels (less national defense features) and the 
purchase price as set forth herein. 

Sec. 3. No construction contract for said vessels shall be placed and no contract 
for the purchase thereof shall be entered into, until the Federal Maritime Board 
has first approved the Sea Coach Transatlantic Lines, Incorporated, to the same 
extent as if it were an applicant for construction differential subsidy to aid in 
the construction of such new vessels, and until the plans and specifications of 
the vessels have been approved by the Secretary of the Navy, in accordance 
with section 501 of the Merchant Marine Act, 1936, as amended. The regula- 
tions of the Federal Maritime Board and Maritime Administration promulgated 
pursuant to titles V and XI of said Merchant Marine Act shall be applicable to 
the purchaser of vessels under this Act, except to the extent as modified by section 
2 hereof. 

The Cnatrman. The first witness is the gentleman from Massachu- 
setts, Mr. McCormack. 

Mr. McCormack, we are delighted to have you with us this morning. 


STATEMENT OF HON. JOHN W. McCORMACK, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MASSACHUSETTS 


Mr. McCormack. Thank you very much. 

Mr. Chairman and members of the committee, I am appearing before 
you in support of and urging favorable consideration by the com- 
mittee of H. R. 10638, introduced by Congressman John H. Ray, of 
New York, and H. R. 10692, introduced by me, which are ide tical 
bills, and there are two other bills introduced to which I will refer in 
a minute or two, which would authorize the construction by the Secre- 
tary of Commerce of two transatlantic superliners and their sale at a 
fixed price to Sea Coach Transatlantic Lines. I have been familiar 
with the proposal of Mr. H. B. Cantor, and I have met Mr. Cantor 
several times. It is the first time I knew the name of the company, 
but I have met him several times. In repeating, I have been familiar 
with the proposal of Mr. H. B. Cantor, to construct two such vessels, 
for some a For approximately 2 years, I have been acquainted 
with Mr. Cantor’s proposal and | have been greatly impressed by his 
sincerity and by the imagination and merit which his plan possesses. 

Since the original bills were introduced, I am informed that some 
alternative measures have been introduced by Congressman Macdonald 
and Congressman O’Neill, both of Massachusetts. These other bills 
would provide additional safeguards to the Government with respect 
to the pricing of the ships and concerning the obligation of Sea Coach 
to create and maintain capital and special reserve funds in order to 
insure the company’s prompt payment of its obligations to the Gov- 
ernment and to provide for the eventual replacement of the vessels. 

I know that Mr. Cantor has encountered considerable difficulty 
working within the present framework of the Merchant Marine Act of 
1936 before the Federal Maritime Board, the provisions of which act 
he has found to be unrealistic for the construction of these vessels, as 
have the large subsidized companies, the United States Lines and 
American President Lines, which have had legislation introduced on 
their behalf, which legislation your committee has recently considered 
and passed upon favorably, and it has passed the House and, as I 
remember, the other branch of the Congress. 
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I believe that Mr. Cantor’s proposal deserves your thorough consid- 
eration. If I did not approve of it I would not introduce the bill. 
The business aspects, of course, I am not thoroughly acquainted with, 
not being a businessman, but the proposal seems to me to be a very 
meritorious one and in the world of tod: ay to bea very desirable one and 
one that is most attractive and one which has more far-reaching influ- 
ence than the mere construction of vessels and any material values 
that might be involved, such as profits and so forth, the means of low- 
rate transportation of Americans abroad and persons abroad to our 
shores. 

We all know of the favorable results and effects that might flow 
from such an opportunity existing. 

In the first place, Mr. Cantor plans to operate his vessels with no 
operating subsidy from the Government, which is in itself a revela- 
tion to me, as I am sure it is to you. 

Secondly, Mr. Cantor has already spent a large amount of his 
own money to develop his plans to the present stage. I make that 
statement upon information and belief. I believe he deserves at 
least as favorable treatment as other companies have received in this 
field. 

Thirdly, he is willing to spend and invest a considerably larger 
amount of his own money. He will state that to you or to anyone 
upon questions or during the presentation of his statement. He is 
willing to spend and invest a considerably larger amount of his own 
money to see his plans accomplished and is going to considerable 
difficulty to arrange for further private financing to accomplish the 
construction of the ships. 

Fourthly, the Government is fully protected under the legislation, 
which has been introduced, in that not one cent will be spent for 
the « —> of these vessels, even after the enactment of the bills, 
until Mr. Cantor has first - Satisfied the Federal Maritime Board and 
7” Sec nia of the Navy 

That he possesses s: itisfactor y final shipbuilding plans and speci- 
feations, which can only be « levelope dat great cost. 

2. That his plan iseconomically feasible. 

3. That his « ‘ompany possesses the necessary financial qualifications 
to construct the vessels, in accordance with the e xisting rules and reg- 
ulations of the Federal Maritime Board pertaining thereto. 

t. That his company possesses the necessary personnel and operat- 
ing ability to maintain and operate the vessels over their economic 
life. 

Lastly, but perhaps more important, it seems obvious from the 
recent testimony of the Department of Defense witnesses on H. R. 
11451, before this committee and before the Senate Interstate and 
Foreign Commerce Committee, that larger superliners, of the type 
proposed by Mr. Cantor, are urgently needed for our national de- 
fense requirements, and that these vessels will greatly promote and 
enhance our national prestige by making international travel available 
to a virtually untapped market, especially of medium- and low-income 
people both here and abroad. 

As far as I can see, Mr. Cantor is not requesting any unprecedented 
benefits from the Government. The type of construction- -differenti: al 
subsidy, which would be made available to this company according to 
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the proposed legislation, is essentially the same type of assistance 
that is available to any qualified citizen of the United States, who is 
serious in the undertaking of a plan of this sort and has the means of 
raising the necessary capital to accomplish. His company, further- 
more, is willing to pay 50 percent of the cost of a commercial equiv- 
alent vessel which is a higher price than any other company has in- 
dicated a willingness to pay for superliner vessels. 

The reason for the necessity of the legislation and its consideration 
by this committee is that the existing framework of the Merchant 
Marine Act of 1936 is unrealistic to accomplish the purpose, as I am 
informed that the Chairman of the Federal Maritime Board himself 
has admitted in his recent testimony before the Senate Interstate and 
Foreign Commerce Committee in May 1958, and as this committee 
itself has found in its recent report on superliner construction. It 
has proven to be impossible for Mr. Cantor to proceed with his worth- 
while project under the Merchant Marine Act of 1936, because of the 
great uncertainty involved with respect to the final price of the vessels, 
the difficulties involved in arr: anging for in excess of $100 million in 
private financing for eee loans and mortgage loans, and the 
final uncertainty that, once Mr. Cantor’s application for construction 
differential subsidy has been processed and approved by the Federal 
Maritime Board, the appropriation might never be recommended by 
the Department of Commerce or the Bureau of the Budget and never 
be enacted by Congress, with the alarming result that Mr. Cantor 
would spend some $2 million or $3 million of his cgomk in utter futility. 

It is important to point out, I believe, that Mr. Cantor is only asking 
for a chance to proc ‘eed with his project before xe Federal Maritime 
Board on a reasonable basis. He is requesting no shortcut or special 
privilege 1 in obtaining administrative approval. Any appropriation 
from Congress in connection with this project is necessarily 1 or 2 
years in the future. 

In closing, I should like to say that I recognize the special com- 
petency of this committee to pass upon proposals of the type of Mr. 
Cantor’s and I know that you, Mr. Chairman and the members of 
your committee will give his proposal and the legislation which has 
been introduced your serious consideration. The legislation does ap- 
pear to me to be within the spirit and intent of the recent re port of 
this committee on Superliner Passenger Vessels for operation in the 
Atlantic and Pacific Oceans, Report No. 1601, dated April 8, 1958. 

The construction of the ships herein proposed will add materially 
to the improvement of our troop-lifting capacity for purposes of na- 
tional defense, and will contribute immeasurably to the improvement 
of the position of the United States in the operation of passenger 
vessels in the North Atlantic, which your committee has recently 
found to be wholly inadequate. These vessels should promote and 
facilitate international good will by allowing for the interchange of 
common peoples between the United States and Europe, heretofore 
largely impossible. Through the introduction of low passenger fares, 
the little man will for the first time be enabled to take a transatl: nti¢ 
voyage, and he will be able to enjoy the facilities of the shipbuilding 
program that our Government has sponsored for many years. 

That concludes my statement. 
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I know that you gentlemen will want to hear from others, Mr. 
Cantor and those who can give you detailed pertinent information 
that is relevant to hearings of this kind on such legislation and which 
is vitally important, as distinguished from a gener ral statement which 
I have made. General statements are important, but you gentlemen 
are particularly concerned, I am sure, with information and evidence 
relating to the purposes of such vessels, the financial ability of Mr. 
Cantor and his associates and his ¢ ompany to carry out any obligations 
that might be entered into with our Government and other pertinent 
information of that kind. 

The Cuairman. Thank you, Mr. McCormack. 

Does that conclude your statement ? 

Mr. McCormack. Yes. 

The Cuatrman. Mr. McCormack, the Chair, on behalf of the com- 
mittee, would like to make a statement with respect to favorable 
treatment as to other operators. 

Now, the legislation for the two superliners which this committee 
reported out and which has been passed by Congress is the replace- 
ment of existing vessels. 

The need for special legislation was due to the fact that it was 
stated that these vessels could not be built under the 1936 act; that 
since the enactment of that law things had changed to such a great 
extent that it was impossible to construct replacement passenger vessels 
under the 1936 act. 

Therefore, the committee held extensive hearings on this point, and 
in the course of its proceedings the committee brought in the General 
Accounting Oflice to take the financial records of the companies and, 
as nearly as possible, to audit them to see whether or not under the 
1936 act such replacement could be effected. 

The strongest support in the bill for replacement of the America 
and replacement of the obsolete ship in the American President Lines 
was the report of the General Accounting Office. On that report this 
committee based its strongest reasoning for special legislation. 

Now I want to assure you, Mr. McCormack, and the others who 
introduced similar bills that this committee will give serious and 
careful consideration to the subject contained in these bills, but here 
existing financial data are lacking. 

Mr. McCormack. Thank you very much, Mr. Chairman. 

The Cuarrman. I wanted the record to show that, and to show why 
special legislation was brought out in those previous cases, and it has 
brought to the attention of the Chair a question as to whether or not 
there should be a general hearing on the 1936 act that has not been 
reviewed in, we willsay,20 years. Conditions have changed in overall 
operations on the high seas which are now affected adversely and must 
have the attention of thiscommittee. I have reference to the dual-rate 
situation and the whole conference system. 

Mr. Tollefson ? 

Mr. Totierson. I think Mr. McCormack has made a good point 
that the committee may want to ask some questions as to feasibility 
and that sort of thing. The majority leader has made a good general 
statement in support of this legisl: ation, but I think I would like to 
ask some questions as to feasibility. 


31434—58———2 
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Mr. McCormack. I realized that. That is why I made my latter ob- 
servation, because, if I were in your position, I would want to get 
detailed information on all of the aspects that enter into the matter 
of this importance. 

I am sure Mr. Cantor will furnish the necessary information. He 
is a man of independent means. I am sure you will find that he 
has a very interesting proposition because, basically, it seems to me 
that motels are successful on land and can be successful, particularly 
when they are a monopoly, in a sense, in that you cannot go out to 
sea and build motels anywhere you want. You can on land. We 
know the importance of motels in the world of today and eagecest td 
in any country, and it seems to me to be just commonsense by parity 
of reasoning that they can apply to sea. 

You gentlemen can ask the questions and get the facts, but it seemed 
to me to be, basically, a good commonsense proposition. 

I am not interested in any of the business aspects. I am interested 
in the good results that will flow, tens of thousands of persons leaving 
our shores going abroad where they can go for $50 or $75, so far as the 
trip is concerned. You will hear a story that is really most interest- 
ing, as I have heard it on several occasions. Then there will be thou- 
sands coming back. 

[ would dread, gentlemen, if I picked up the papers in the near 
future and found where the Soviet Union announced they were going 
to build something of this kind. We will again be behind as with 
sputnik. 

Those things all have a psychological effect. I would regret to see 
France or any country announce that they would get the jump on us 
when we have the real opportunity for service here. 

Then, from the angle of national defense, the building of these 
ships in order to be used for transport service is one of the things 
of which you gentlemen are more aware than I by reason of your 
service on this committee and the specialized knowledge that you 
have as a result of your experience. 

Mr. Mittrr. Mr. Chairman, may I make an observation to the ma- 
jority leader? We have just passed legislation providing for a lux- 
ury ship in the Pacific, but before that ship can be built the British 
will have beaten us to the punch. If you notice, they have been 
taking full- page ads not only on the west coast but in the Washington 
Post. The Pacific Orient has been talking about their two ships that 
they have built that will be in the Pacific before we get a luxury ship 
in the Pacific run. 

That is how far we fall behind in some of these things because we 
do not look into the future. 

Mr. Trompson. Will the gentleman yield? 

Mr. Mitier. Yes. 

Mr. Tirompson. Will the distinguished mi jority leader mind if we 
dub this bill “the McCormack boatel bill” 

Mr. McCormack. Well, because of my friends, Macdonald and 
O’Neill and Ray, ‘ you can put “MMOR,” something like that, it 
will be all right. I do not like to be exclusive, except in my own 
congressional district when I am up for renomination. 

The Cnarrman. Mr. Boykin? 
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Mr. Boykin. Mr. Chairman, our majority leader, John McCormack, 
always makes a good statement, and not only a good statement but a 
very, very interesting one. Before my friend, Brother Thompson, 
names this bill, we do not want to forget Mr. Cantor’s name in this 
business. 

Mr. McCormack. You report it out and you can call it the committee 
boat if you want. 

Mr. Boyxrn. I have talked to Mr. Cantor and also his very able 
attorney about the proposition, and we do have these wonderful motels 
and they are just taking over. When I drive to Alabama, we always 
stay at motels because the ‘vy are so wonderful. If we can do the same 
thing on the water, it would be very, very wonderful. 

It seems as if nearly everybody here has introduced a bill. 

I know that you would not have gone into it, John, unless you 
thought it would be wonderful. 

Brother Miller says he hopes that nobody will beat us to it. You 
said that first. I know the committee will go into it very carefully. 

I always enjoy hearing you talk, because you are so intelligent and 
have so much vision. 

Mr. McCormack. If there is one thing I like, it is to meet my many 
friends who are, like Frank Boykin, ple: isant exaggerators. 

The Cuamman. Mr. Allen. 

Mr. Auien. I have no questions, Mr. Chairman. I am glad to see 
the majority leader here. He has always had a good understanding 
of the merchant marine and has been a good friend of this committee. 
We are glad to have this evidence of continuing interest. 

Mr. McCormack. Thank you, John. I remember, not so long ago, 


when you did something very good in the Panama area. It was a very 
good Cc ause. 


The CuatrmMan. Mrs. Sullivan. 

Mrs. Sunttivan. Mr. Chairman, I would like to say to our great 
majority leader that he has embarked upon, I think, a very fantastic 
but very interesting subject that I think needs a great deal of delving 
into to get the details because, on the surface, it just seems almost 
impossib le to have such a thing happen. Yet when we think of 
carrying over 6,000 passengers back and forth on 1 voyage at a very, 
very low cost, it certainly should have its appeal, so that I, for one, will 
be very inte ‘rested in hearing the details of this. 

The Cuaimman. Without the various members expressing their 
comp ee nts, individually, I am going to have drawn up a resolution 
of compliments to the witness and all members can sign it. If there 
are any questions about the bill members would like to ask, we will 
hear them. 

Mr. Sheehan, do you have any questions about the bill ? 

Mr. Sueenan. No, except, Mr. Bonner, that this looks like a good 
thing to take out of the foreign-aid funds and help the shipping 
industry. 

The CratrMan. Mr. Van Pelt? 

Mr. Van Petr. I have no questions. 

The Cuatrman. Mr. Clark? 

Mr. Ciarg. I have no questions. 

The Cuatrman. Mr. Ray ? 
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Mr. Ray. I want to commend the statement made by the majority 
leader and, if I may, say that my reasons for introducing the bill were 
par allel to those which led him to sponsor it. 

The Cuarrman. Mr. Dingell? 

Mr. Dincet. Mr. Chairman, thank you very much. 

I just wanted to say that, with all due deference to the rule of 
seniority around here, I would like to have my name appear first on 
the resolution that the Chair just talked about. I have the greatest 
faith, regard, respect, and admiration for our distinguished friend and 
great majority leader. I wanted to express that this mor ning. 

Mr. McCormack. Thank you. 

The Cuatmrman. Mr. Mailliard? 

Mr. Maixuiarp. I have no questions. 

The Cuarrman. Mr. Lennon? 

Mr. Lennon. I have no questions. 

The Cuarrman. Mr. Pelly ? 

Mr. Petty. I find it difficult to believe, but is it possible that this is 
to be a nonsubsidized operation ? 

Mr. McCormack. Well, may I suggest you ask that question of Mr. 
Cantor. 

Mr. Petry. I wondered if in your conversations there had been that 
indication, because certainly it would be something that we should all 
wholeheartedly support in this day and age. 

Mr. McCormack. I would not think it could be offhand. I would 
rather you would ask Mr. Cantor. I would not think it would be be- 
cause it involves the building of vessels here, the cost of construction. 

Mr. Petry. I meant the operation. I realize that construction 
would be subsidized. 

Mr. McCormack. Would you ask that question of Mr. Cantor? 

Mr. Petxiy. I can assure you that if it 1s, it is going to have a lot of 
ae from some of us. 

Cantor (H. B. Cantor). Yes, sir. It will be a nonsubsidized 
operation. 

Mr. Petry. That is a truly amazing statement. 

The CuHatrman. Mr. Dellay. 

Mr. Detiay. Mr. Chairman, I would like to emphasize one point 
which I think the majority leader touched on. That is that a lot of 
people leave this country to visit foreign countries and as individuals 
leave the impression that they represent the country back home. Our 
tourists can be either of great advantage or tremendous disadvantage 
to us. 

I would like to feel that the people in the higher bracket on many 
occasions in the way they travel, their habits when they move around 
in our friendly countries, may not be conscious of the importance of 
the impression they give and give a wrong impression. I can think of 
no more healthy situation than where the average American is given 
an opportunity to travel to foreign countries and live pretty much at 
his own level of life and converse with that great group of people of 
middle income in foreign countries 

Mr. McCormack. I agree very, very much on both propositions. 
There is a small percentage who we know go abroad who are not rep- 
resentative of American spirit and the sentiments of America in gen- 
eral. That great majority are, but the small percentage are the ones 
that stick out. It is unfortunate. 
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On the other hand, the great majority of people who would utilize 
the vessels of this type would probably be more representative or at 
least would be distinctly representative, of America and would carry 
with them that personality which I think would make the impression 
abroad that you have so aptly and pointedly referred to. 

Thank you very much, Mr. Chairman. 

The Cuarrman. Mr. Baumhart? 

Mr. Baumuart. I have no questions. 

The Cuatrman. Thank you very much, Mr. McCormack. 

The next witness is the Chairman of the Maritime, Board, Mr. 
Clarence Morse. 


STATEMENT OF CLARENCE G. MORSE, CHAIRMAN, FEDERAL MARI- 
TIME BOARD, AND MARITIME ADMINISTRATOR, ACCOMPANIED 
BY EUGENE J. ACKERSON, OFFICE OF THE GENERAL COUNSEL, 
AND L. C. SMITH, DEPUTY CHIEF, OFFICE OF GOVERNMENT AID, 
MARITIME ADMINISTRATION, DEPARTMENT OF COMMERCE 


The CuarrmMan. Good morning, Mr. Morse. 

Mr. Morse. Good morning, gentlemen. 

These bills, H. R. 10638, and H. R. 10692, H. R. 13097 and H. R. 
13164, and H. R. 13174, comprise 3 somewhat different proposals for 
the construction of 2 transatlantic superliners by the United States 
and sale thereof at specified pricing terms. 

The bill, H. R. 10638 (and the identical bill, H. R. 10692), would 
authorize the Secretary of Commerce— 
to undertake the construction of 2 low-fare transatlantic passenger liners of 
approximately 90,000 deadweight tons, capable of carrying approximately 6,000 
passengers and a crew of 1,350 men, with a sustained sea speed of 34 knots. 
The Secretary of Commerce, through the Federal] Maritime Board, 
would further be authorized to enter into a construction contract for 
such vessels with a domestic shipbuilder at a price to be determined 
subject to the provisions of section 502 of the Merchant Marine Act, 
1936, as amended. 

Concurrently with entering into such contract with the shipbuilder, 
the Board would be authorized to contract with Sea Coach Trans- 
atlantic Lines, Inc., for the purchase by such company upon comple- 
tion of the vessels, fully outfitted and equipped, at the,fixed price of 
$70 million per vessel, with payment to be in accordance with section 
502 (c) and section 503 of the 1936 act. 

The 1936 act, as amended, would be applicable to the vessels as if 
constructed under section 502 of the act, except that the term ‘“con- 
struction-differential subsidy” would mean the difference between 
construction cost of the vessels (less national-defense features) and 
the purchase price in the bill. The named purchaser would be re- 
quired prior to the execution of contracts for construction and pur- 
chase to secure approval by the Board as an applicant for construe- 
tion-differential subsidy and approval of the plans by the Secretary 
of the Navy would be required in accord with section 501 of the 1936 
act. 

We do not recommend enactment of the bill, H. R. 10638, or the 
identical bill, H. R. 10692. As the same basic objections apply to the 
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bills H. R. 18097, H. R. 13164, and H, R. 18174, we do not recommend 
enactment of either of these bills. 

Apparently these bills are the outgrowth of an application filed by 
Mr. H. B. Cantor of New York, in 1956, for a construction-differen- 
tial subsidy for the construction of 2 lar ge 1-class vessels. 

It is estimated by the Maritime Administration that the domestic 
cost of these 30-knot commercial ships based on preliminary design 
data could be as high as $190 million per ship excluding national- 
defense features. This would be based on award in midyear 1959. 
This estimate cannot be developed in further detail until plans and 
specifications are completed and bids on construction are received, 

The applicant has not demonstrated to our satisfaction ability to 
procure the necessary net worth and working capital to finance his 
share of the cost of the vessels and operation thereof after construc- 
tion. On the basis of the later series of bills (H. R. 13097, H. R. 
13164, and H. R. 13174) providing for a price of $70 million, or 50 
percent of the cost of the commercial equivalent, whichever is the 
greater, the working capital requirement for the 2 ships, including 
ash required for the downpayments, would be approximately $62 
million. The net worth or equity capital requirement would be $54.6 
million. These estimates are based on the tentative cost estimates of 
$190 million each, 

Ocean travel between the United States and Atlantic Europe is 
presently served by two United States-flag companies. It is antici- 
pated that a new superliner will be constructed to replace the steam- 
ship America as a sister ship to the steamship United States. 

A new transatlantic passenger service, between New York and Bel- 
gium, has commenced operation and, if the need for a second vessel is 
established, this company will be required to contract for an addi- 
tional vessel for that service. The ships proposed in these bills would 
have the capacity by themselves to carry all the passengers now travel- 
ing by all United States and all foreign-flag ships combined between 
the United States and Atlantic Europe. 

There is serious doubt, unless a great deal more passenger business 
is developed for the transatlantic service than now exists, as to 
whether there is need for additional superliners proposed in the bills, 
and it is believed that determinations as to the need and practicability 
and economic feasibility of the proposed vessels should be determined 
under the provisions of the 1936 act instead of by a statutory deter- 
mination. 

From the traffic standpoint, there are many practical considera- 
tions which require further consideration before this project can 
be accepted. The proposal involves low-fare rates for passage, not 
including meals. Whether rates can be established and maintained 
successfully on a low-cost basis, involves the development of passen- 
ger business in order to have profitable operation on a year-round 
basis in the face of the normal seasonality of tourist trade. Season- 
ality of travel, with peak travel during summer months, has always 
been a problem in the North Atlantic trade, both with steamship 
operators and air carriers. It should be noted that so far as appeal 
to certain groups, such as students, family groups, and convention 
groups, as proposed, these groups would be attracted by low fares, 
but not very strongly during the winter season. 








LOW-FARE PASSENGER LINERS 11 


All these bills propose departures from the principles and policies 
of the 1936 act in varying extent for the construction by the United 
States with full Government financing not only for the construc- 
tion subsidy and cost of national defense features, but for the entire 
cost of the vessel, and for sale at a specified price or formula. The 
legislation involves not only Government financing and the granting of 
construction-differential subsidy without all the preliminary adminis- 
trative determinations under the 1936 act, but also the question of 
the extent to which superliners are needed in the transatlantic service 
to carry out the purpose of the 1936 act. It is believed that departures 
from the existing law and procedures as to these proposed vessels are 
not warranted by national needs or urgencies. 

It is clear that these proposals require further administrative study 
and processing before they could be recommended for favorable 
consideration. 

Government financing of these two vessels would create a budgetary 
requirement beyond the limitation deemed advisable by the President 
at a time when private financing should be available at reasonable 
rates. 

These views and conclusions are not changed by the amended text 
of the bill H. R. 13097 (same as H. R. 13164), which calls for a lesser 
speed, a different tonnage, and provides for the price to be $70 mil- 
hon or 50 percent of the cost of the “commercial equivalent,” which- 
ever is greater, or the bill, H. R. 13174, which includes the same 
changes as in H. R. 13097 (and H. R. 13164), and also adds a provi- 
sion for establishing under section 607 funds for deposits of earnings 
with tax deferment not otherwise provided for nonsubsidized ship 
operators in the 1936 act. These bills would in practical effect fix 
the subsidy at the maximum of 50 percent (assuming “commercial 
equivalent” is intended to refer to the domestic cost of construction 
as used in sec. 502 (b)) in place of an administrative determination. 
We cannot approve any provision for tax deferment of deposits of 
earnings of the buyer while the policy as to similar benefits for non- 
subsidized operators g generally has not been favorably resolved. 

The Cuamman. The first bill on this subject was introduced on 
February 10 and the committee requested a report on February 11. 
As of the ago ee time, no report has been received by the committee. 

Now, Mr. Morse, has this statement of yours been cleared with Com- 
merce and the Bureau of the Budget ? 

Mr. Morse. With both, Mr. Bonner. 

The Cuatrman. Mr. Macdonald introduced a bill, did you not, Mr. 
Macdonald ? 

Mr. Macpona.p. I did indeed, sir. 

The CuarrMan. I want to give you and Mr. Ray first opportunity to 
ask such questions as you desire of the witness. 

Mr. Macdonald? 

Mr. Macponaip. Thank you, Mr. Chairman. 

It is a great pleasure to see you here again, Mr. Morse. 

There were a couple of things in your statement which I did not 
quite follow. On page 3, you say that— 


The applicant has not demonstrated to our satisfaction— 
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and I take it that that means your Board— 


ability to procure the necessary net worth and working capital to finance his 
share of the cost of the vessels * * * 

On what do you base that, sir? 

Mr. Morse. We have had discussions with Mr. Cantor for upward 
of 2 years on his desire to obtain title XI mortgage insurance financing 
for the building of these vessels. He has submitted some material to 
us, some indications that he can obtain financing through the normal 
financing house channel, but we have not received either from him or 
from the financing houses firm commitments that the money will be 
made available if title XI insurance would be made available. 

We approach the question of hen and egg on this deal. We do not 
feel that the Government should say, “We will provide title XI insur- 
ance if you succeed in doing X, Y, and Z.” 

Mr. Macponatp. If you were assured that this financing could be 
obtained, would that remove most of your objections to this bill # 

Mr. Morse. No, we still have the objections of going the Govern- 
ment financing route—the budgetary problems that are involved—as 
distinguished from going the private financing route. 

Mr. Macponarp. Then you do not think that this is much of an 
objection—the fact that he has not given you concrete assurances that 
he has the money in the till? 

Mr. Morse. I think that is a very solid basis for objection. 

Mr. Macponarp. Then, if it is a very solid basis, if he does have 
the money in the till most of your objec tions would be taken away ? 

Mr. Morse. We would then make available title XI mortgage in- 
surance. 

Mr. Macvonatp. And the main reason that you are opposed to the 
bill would be removed; is that right ? 

Mr. Morse. No, one of the main objections we have to these bills is 
the Government financing route—the building of the ship at Govern- 
ment expense and selling it on credit terms. We raised the same objec- 
tions, or I did, on the bills for the passenger ship for the Pacific 
operator, 

Mr. Macponarp. And you later removed those objections; did you 
not ¢ 

Mr. Morse. No, the Administration continued that objection. 

Mr. Macponaxp. Do you still have objection to building the two so- 
called liners for the Pacific and Atlantic even though the Congress 
has favorably considered it ¢ 

Mr. Morse. No, I was telling you what the position of the Admin- 
istration was on the legislation for those superliners. The Adminis- 
tration opposed the policy of building for the account of the Govern- 
ment and selling them on credit terms. 

Mr. Macponavp. In other words, the same objections you had to 
building the other two ships you have to this? 

Mr. Morse. Correct. 

Mr. Macponarp. I was wondering about your statements concern- 
ing the passenger traffic. Do you feel that the building of this ship 
would adversely affect the present ships that are in operation going 
across the Atlantic ? 

Mr. Morse. That would be speculation on my part. 

Mr. Macponatp. You speculated. 
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Mr. Morse. It would undoubtedly have an effect. I believe Mr. 
Cantor’s hope is that they will draw from a completely new source of 
traveling public. 

Mr. Macponaup. Yes, and you have an objection to that? 

Mr. Morse. I think it is desirable. 

Mr. Macponaup. Right; and, therefore, you should approve it, I 
should think. If a new type of passenger vessel can be gotten into 
transatlantic traffic, I should think you would be attracted to that sort 
of thing since your Administration sponsors such. 

Mr. Morsr. That does appeal to me and I would encourage it. 

Mr. Macponatp. The airlines, as I recall, have already tr ied to tap 
that market, have they not, with “Fly now and pay later” 

Mr. Morse. That plus special low-class fares that they cic avail- 
able. 

Mr. Macponaxp. Is this not an appeal to a low-class fare ? 

Mr. Morse. Yes, sir. 

Mr. Macponaup. Then do you not think that it should be encouraged 
in order to help the maritime industry ? 

Mr. Morsr. I agree with you, yes, sir, but how far down the road 
we are willing to go is the question. 

Mr. Macponatp. Do you have any idea of how many people from 
the maritime industry would be put to work by this proposal ? 

Mr. Morse. There would be a crew of about 1,350. 

Mr. Macponavp. Do you not think that that is an attractive thing 
from your point of view as being charged with dealing with maritime 
people ? ¢ 

Mr. Morse. That is very desirable, and, while you mention that, the 
— of operating subsidy was brought up by Mr. McCormack. 
Mr. Cantor is proceeding on the assumption that he will not require 
operating subsidy. 

Mr. Macponatp. He so stated. He is not proceeding on an as- 
sumption. He has stated that he does not want a subsidy, which is 
unique in my limited experience in this field. I do not quite under- 
stand your one to it. 

Do you prefer subsidized over nonsubsidized operations ? 

Mr. Morse. No, indeed, sir, but I want to call to the attention of 
the committee that, should it develop that he is unable to operate 
successfully without operating subsidy, a rough estimate of what 
the operating subsidy would be per vessel is approximately $8 mil- 
lion per year, so that, if he gets in a position where the ships are built 
under these bills and he finds himself financially hard up in operating 
without operating subsidy, he is free to come in and ask for operating 
subsidy. 

Mr. Macponatp. Are you not free to deny that on the assumption 
that he has already said that he does not need a subsidy when he 
is building the ship, or are your firmly committed to subsidizing him 
once the ship is built ? 

Mr. Morse. The law says that any American citizen may apply for 
an operating subsidy. 

Mr. Macponanp. May apply. 

Mr. Morse. And if certain findings are made we are obligated to 
recommend operating subsidy. 

31434—58 3 
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Mr. Macponatp. What are these findings! For my information, 
let’ me paraphr ase what is in my mind. Do you have the feeling 
that if these are built on a 50-50 basis and he finds that his hopes are 
not realized then the Government will be stuck to subsidize the opera- 
tion ? 

Mr. Morse. If the program proves not to be profitable I think the 
next step would be a request for operating subsidy. 

Mr. Macponatp. How many lines are operating under subsidy 
already ¢ 

Mr. Morse. Fifteen. 

Mr. Macponatp. Out of how many international lines? 

Mr. Morse. I think we have about 25, I would say, in round figures, 
liner companies in the foreign trade. 

Mr. Macponaup. Do you oppose subsidy to these lines? 

Mr. Morse. Applications have been filed by most of them for oper- 
ating subsidy. 

Mr. Macponatp. Do you oppose those subsidies ? 

Mr. Morse. Not in principle; no, sir. 

Mr. Macponautp. Why do you make an exception of this line? 

Mr. Morse. I am not. 

Mr. Macponaup. They make a statement that they do not want a 
subsidy. 

Mr. Morse. I am merely calling to the attention of the committee 
that construction subsidy may not be the only thing involved in this 
picture. 

Mr. Macponaup. If that were removed, would your objections to 
the bill be removed ? 

Mr. Morse. We still have the objection of building for Government 
account and selling on credit terms. That has been the administra- 
tion policy. 

Mr. Macponaip. That is your main objection ? 

Mr. Morse. Yes, sir. 

Mr. Macponatp. Which is a similar objection to the objection to 
the 2 liners, 1 for the Atlantic and 1 for the Pacific. That is really 
really the crux of why you are here opposing the bill today. 

Mr. Morse. Yes, sir. 

Mr. Trromrson. Will the gentleman yield? 

Mr. Macponatp. I certainly will. 

Mr. Tompson. If the Administration policy is not to build for 
Government account, and sell on credit terms, why is it that the lease- 
purchase policy for Government building is diametrically opposed to 
that policy of the Administration ? 

Mr. Morse. I am not competent to resolve all the differences, if there 
are differences, in Government policies. 

Mr. THompson. The Government has very stringently fought for 
the lease-purchase program on the building of multi-million-dollar 
public buildings. 

Mr. Macponap. That is a very good point. 

Mr. Sueenan. Does the gentlem: an yleld ? 

Mr. Macponaxp. I yield. 

Mr. Sueenan. That proves the point that the Administration stands 
on firm ground. They want to lease. By a lease-purchase arrange- 
ment the Government does not invest any money but pays it as the 
years go by; is that right ? 
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Mr. Morse. Yes, sir; and the main reason the Administratoin is 
opposing Government building of ships is to get private industry into 
the financing field rather than the Government being in the financing 
field. 

Mr. Sueenan. That is what the lease-purchase plan does. 

Mr. Morse. That is my understanding. 

Mr. Macponap. Have you finished ? 

The Cuarrman. You have the floor. 

Mr. Macponap. Do you not think that this is private enterprise get- 
ting into this business when a gentleman of substantial means says that 
he will put up 50 percent himself? Is that Government financing ? 

Mr. Morse. Certainly private enterprise is involved in all ship- 
building activity whether the ship is built for Government account 
and sold on credit terms or whether it is built for private account with 
mortgage insurance. Iam sure you understand the distinction we are 
making i in the Administration policy. 

Mr. Macponarp. Yes, sir; but it seems to me that you are talking 
against yourself when here is a man who comes up with an idea which 
certainly on the surface seems like a very good idea indeed, who is 
willing to invest his own money or the people associated with him are 
willing, and he comes to the Government with a program which the 
Government has been talking about and the people whom he is trying 
to help come and object on the grounds that it is not private enterprise. 

If I have ever seen courageous private enterprise, 1t seems to me that 
this is it. Do you not agree that this is a courageous private entrepre- 
neur endeavor ¢ 

Mr. Morse. I think it is a courageous thing if any citizen of the 
United States is willing to put up this amount of money for a new, 
untried venture. 

Mr. Macponap. Should that not be encouraged rather than dis- 
couraged under the philosophy of your Administration ? 

Mr. Morse. Yes. 

Mr. Macponatp. Therefore, why do you come here opposing it? 

Mr. Morse. And we would provide title XI mortgage insurance 
under the existing laws if we are satisfied that there is economic feasi- 
bility of going: ahead with this deal. 

Mr. Macponaxp. Is one of the reasons you are opposed that you feel 
it would hurt the vested groups that now have a monopoly on travel 
across the Atlantic? 

Mr. Morse. I have no interest in protecting any existing operator. 
I am just as much concerned in having a strong ‘American merchant 
marine as I think anyone in the room. . 

Mr. Macponap. Do you not think that this would be a contribution 
toa strong merchant marine? 

Mr. Morse. If it operates successfully, I think it would be, very 
definitely. Ithink it would be very advantageous. 

Mr. Macpvona.p. I could not agree with you more. 

I think it would be advantageous, too, and that is why I am some- 
what surprised that you are here opposing it. You said that you did 
not want to speculate. Do you have any basis for your speculation on 
page 5, when you admit that it would appeal to certain new groups, 
students, family groups and convention groups, that these groups 
would be attracted by family fares, and you then say, “But not very 
strongly during the winter season.” Is that not quite a supposition ? 
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Mr. Morse. We have made preliminary traflic studies but it is quite 
understood that family groups would not travel during the winter 
season. 

Mr. Macponatp. You add a third group, the convention group. I 
was wondering why you thought this would not be attractive to a 
convention group. 

Mr. Morse. Well, that is just my own personal view. 

Mr. Macponarp. You are not just expressing your own personal 
views before this committee, are you, Mr. Morse ? 

Mr. Morse. That is my own personal view on the question of— 

Mr. Macponatp. Are you appearing as a private citizen or as head 
of the Board ? 

Mr. Morse. Obviously, I am appearing at the request of the com- 
mittee as Chairman of the Maritime Board and as Maritime Admin- 
istrator, sir. 

Mr. Macponautp. Why do you say that it is just your personal opin 
ion if you have nothing to back it up with ? 

Mr. Morse. I am told by Mr. Ackerson that our trade routes group 
in Maritime did make a preliminary traffic survey and came up with 
this conclusion that this category, convention groups, probably would 
not be using this type of operation in the North Atlantic in the winter 
time. 

Mr. Macponatp. That is based on the fact that no convention groups 
have taken over a luxury liner like the U/nited States or the America? 

Mr. Morse. I did not talk to Mr. King as to what the basis of his 
survey was. I would be glad to have him available if you wish to 
interview him. 

Mr. Macponatp. I would be interested because I have seen figures 
on convention groups meeting in New York and Boston and the figures 
are quite staggering as to the number of people who spend a week or 
10 days in convention. 

Therefore, I am rather surprised that you make such a sweeping 
statement about convention groups not being interested when you 
have not checked the thing out. 

Mr. Morse. I would be glad to have Mr. King appear here if you 
wish. 

Mr. Macnonap. Sir, further, on page 5, you say that— 

It is believed that departures from the existing law and procedures as to 
these proposed vessels are not warranted by national needs or urgencies. 

Do you not think that one of the great national needs that we have 
is a better understanding between people / 

Mr. Morse. I agree to that, certainly. 

Mr. Macponaxp. Do you not also think that we spend ever so much 
money on the Voice of America and other propaganda vehicles to 
Kurope / 

Mr. Morse. I know we dospend a lot of money. 

Mr. Macvonaxp. Do you not think that it would serve a national 
need if people who are members or an average mille-class people 
who are now denied the opportunity to go to Europe to associate with 
people like themselves in Europe could make some contribution to 
the better understanding bet ween the nations ? 

Mr. Morse. I think it would be very desirable that a much wider 
group of Americans are enabled to travel. 
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Mr. Macponatp. Do you not think that this vessel would do ex- 
actly that? 

Mr. Morse. There is no question about it. 

Mr. Macponatp. Then I donot understand your opposition to it. 

Mr. Morse. It is the opposition to the principle of Government 
financing and sale on credit terms as distinguished from going the 
private financing route. 

Mr. Macponap. Well, we have just built two superliners on that 
very process, have we not, that will cater not to a lower income group 
or to a middle-income group but to people who can afford a luxury 
liner trip to Europe or to Honolulu or to the Orient ? 

Mr. Morse. I repeat, Mr. Macdonald, that the Administration’s 
position was opposed to that special legislation. 

Mr. Macponatp. Despite the fact that the Congress supposedly 
represents the will of the people ? 

Mr. Morse. I do not know that that special legislation has yet been 
adopted by the Congress. 

Mr. Macponarp. It has favorably passed the committee. 

Mr. Morss. I appreciate that. 

Mr. Macponatp. Thank you very much, Mr. Morse. I repeat that 
I am rather sorry that you do oppose the bill since I feel strongly that 
a man who is willing to take these risks and put up his own money 
to the extent that this organization is ready to, and when you agree 
to the objectives of it, you agree that it will put people to work, 
you agree that in gener al it would be a very worthwhile thing, still 
you come here on reasoning that I quite frankly cannot follow exactly, 
some technical feeling about the Administration’s position on finance, 
to oppose such a very meritorious bill; and especially I am concerned 
with your not getting more solid ground on which to attack the bill. 
This by way of your own admission, but I certainly hope that on 
further reflection you can see your way clear to support it since I know 
your support would be very valuable in the passing of such a bill. 

Thank you, Mr. Chairman. 

Mr. Ray. Mr. Chairman. 

The CHarrman. Mr. Ray. 

Mr. Ray. Mr. Morse, do you regard this statement as complete 
compliance with the chairman’s request for a report or is something 
more to come in that direction? There are a number of statements 
in here that are, as Mr. Macdonald has said, apparently based on 
incomplete foundations. Do you plan a further study and further 
report / 

Mr. Morse. We were not planning any further report, Mr. Ray, 
unless requested by the committee. 

Mr. Ray. Mr. Chairman, I think there are other questions I would 
like to ask this witness after we have some facts in the record from 
other witnesses. 

The CratrmMan. I asked the witness if this statement had been 
cleared by Commerce and the Budget, so I take it that the report 
would be practically the same thing as that contained in your state- 
ment. 

Mr. Morse. It would be, Mr. Bonner. 

The CHatrman. Would there be any enlargement in the report 
other than this statement ? 
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Mr. Morse. I do not think so, no, sir, unless specific questions were 
asked. 

The CuHarrMan. You desire an official report ¢ 

Mr. Ray. I think we should have the official report. 

The CHamrMAN. We will have the committee write the Depart- 
ment and request an official report. 

Mr. Ray. I hope it will have more complete documentation, more 
complete foundation material in it. 

I defer other questions until a later date when the record is more 
complete. 

The CHarrman. Mr. Boykin ? 

Mr. Boyx1n. I have no questions. 

The CuatrmMan. Mr. Tollefson? 

Mr. TouieFson. Mr. Morse, when these proposals and similar pro- 
posals come before the Maritime Administration, do you go into a lot 
of other factors than just those that appear on the face of the bill 
or the proposal? You made mention of the fact that you were not 

satisfied even though they had construction financing that they would 

have sufficient wor rking capital. Is this a test that you apply to or 
did apply, for instance, to the superliner bills that were before the 
committee earlier ? 

Mr. Morse. We checked out all those factors on the previous super- 
liner bills. 

Mr. Totierson. That is what I thought. You are not treating these 
bills any differently than you treated the superliner bills. You want to 
make certain that the people who are going to build and operate 
them are capable of doing so? 

Mr. Morse. That is contemplated by these bills. 

Mr. Totierson. You are satisfied from the information you have 
now that the proposed operator does not have sufficient working 
capital ? 

Mr. Morse. Let me put it the other way around. We are not satis- 
fied that he does. 

You are saying we are satisfied that he does not. I am saying we are 
not satisfied that he does. It is a question. We have discussed this 
problem with Mr. Cantor for some period of time. It is a question of 
whether the egg comes first or the chicken comes first. We discussed 
whether we would make title XI insurance available to this program. 
In substance, we told Mr. Cantor that, if he could convince us that. he 
had commitments for his share of the financing, we would then give 
him a commitment of title XI mortgage insurance. We did not feel 
that we should give him a commitment for title XI mortgage insurance 
on condition that he was able to raise his financing. We did not 
feel that the availability of the Government credit should be used as a 
means of his going out in the commerce market and arranging for 
his financing. 

Mr. Totierson. Your objective is to make certain that this is not a 
complete gamble? 

Mr. Morse. Yes, sir. 

Mr. Totierson. Have you applied the same tests to other appli- 
ants in years past? 

Mr. Morse. Yes, to every applicant. 
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Mr. Toiterson. What I am getting at is that you are not treating 
Mr. Cantor any differently than any other applicant. 

The CuatrmMan. I am compelled to recess the committee at this 
point. 

We will meet at a quarter of 3 this afternoon and resume the 
hearing. 

(Whereupon, at 11:05 a. m., a recess was taken until 2: 45 p. m., this 
same day.) 

AFTERNOON SESSION 


The hearing was resumed at 2:45 p. m., pursuant to the recess. 

The CuairMan. The committee will come to order. 

The committee will continue with the witness, Mr. Morse. 

Mr. Morse. Mr. Chairman, there were just a couple of points that I 
wanted to stress a little bit more than I did this morning. One is 
that I am sure that this committee has a real concern about this whole 
problem. I cannot speak for the committee but I can speak for 
Maritime. We are very much concerned with any mortgage insur- 
ance situation or any construction subsidy situation because we are 
the ones to whom the Government will look if there is a default. We 
stick our necks out when we approve these things as being commer- 
cially feasible in that the operator has the experience and the financial 
ability and what have you, required under the statute to proceed with 
this program. It is not just as simple as saying, “Here is a fine idea. 
Here is a wonderful idea to permit people to travel at $50 each direc- 
tion.” There is a lot of study and a lot of research and analysis that 
has to go into any of these programs before we can approve them 
in principle. Th: at was one point I wanted to stress. 

The other point which I wanted to bring out is the difference in the 
appropriation costs to the Government whether you go the title XI 
mortgage-insurance route or whether you go the Government. finane- 
ing route. 

We are talking about two ships that will cost by our estimate $190 
million each or a total of $380 million. 

Assuming 50 percent subsidy, that is $190 million that the Govern- 
ment pays. 

Mr. Toiterson. Is that with or without defense features? 

Mr. Morse. That is exclusive of defense features. 

Of the $190 million parame by the operator, they would have to 
pay 25 percent down or $4714 million. In addition, on the title XI 
approac h, they would get from us title XI insurance on $14214 mil- 
lion. The difference between $471/ 4 million and $190 million for their 
share of the cost of the two ships. In substance, what I am saying is 
that, on that basis the Government would be either paying directly 
or guaranteeing $3321, million. 

Mr. Cantor’s outfit would be paying a Somnaermens of $471 
million and on a passenger ship there is no recourse against the mort- 
gagor. It is a nonrecourse mortgage. 

Mr. Totierson. Mr. Chairman, could I ask a question ? 

Is that $4714 million for each ship ? 

Mr. Morse. No; that is for the downpayment on the 2 ships. 

The CHarrMan. You mean that this would be the sole asset of the 
operator ? 
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Mr. Morse. No; we would require over and above that working 
capital requirements, but this would be the downpayment on the ships 
themselves. So that, of that $380 million on this approach Mr. 
Cantor would be paying $4714 million and the Government would 
either be paying or guaranteeing $33214 million. If it is done on the 
Government finane ing route, the Government — pay the 50 per- 
cent construction subsidy or $190 million. Mr. Cantor again would 
pay $4714 million which is the one-quarter downpayment and in addi- 
tion the Government would be paying $1421% million. 

In the title XI procedure that would be a guaranty of $14214 mil- 
lion whereas on a Government financing that would have to come 
out of the appropriation so that, on the difference between the two as 
far as direct appropriations are concerned, on the title XI insurance 
procedure, it would be $190 million direct appropriations from the 
Government and where the Government does the financing the direct 
appropriations would be $33214 million, which is not hay in anybody’s 
OOK, 

The Cuarmman. For the benefit of the committee, I had an off-the- 
record discussion with Mr. Morse. 

Mr. Ray, who introduced one of the bills, wants to ask Mr. Morse 
questions after we get the report, so Mr. Tollefson and myself have 
come to the conclusion that we had better excuse Mr. Morse this 
afternoon and have him back. Mr. Ray wants to ask certain ques- 
tions at that time and I am sure there are many other questions that 
the committee members would like to ask. 

If that meets with the approval of the committee, we will take up 
the next witness, and have Mr. Morse back after we get the formal 
report. 

Mrs. Sutiivan. Mr. Chairman, may I ask one question of Mr. Morse 
to make a little more clear to the committee just what the Govern- 
ment’s costs would be under both plans? 

I tried to follow that but it is not clear. I mean could we have 
that in the report or have it so that later on we can have a ees 
ison of the Government costs both ways and the costs to Mr. Cantor? 

Mr. Morse. I would be glad to furnish that. 

The Cuamman. In arriving at the cost of replacement of the Amer- 
ica, we had something on which to base the figure. We had an exist- 
ing operation. 

Mr. Morse. We had an —— historical experience. 

The CrarrmMan. We asked the General Accounting Office to give 
us a breakdown on that and an accounting of their own to substantiate 
what the operator said. 

Mr. Morse. Precisely. 

The Cuarmman. That produced the basis on which we approved 
replacement of these two vessels, the Pacific and the Atlantic vessel. 

Here it isan entirely different matter, is that correct ? 

Mr. Morse. It is entirely different because there is no historical 
basis on which you can project the earnings of these two ships. No 
matter how much of a genius you are, you are looking into a glass 
bowl and do not know that you can get all of these benefits. 

Mr. Surenan. Mr. Chairman, may I ask a question ? 

The Crramman. Yes. 
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Mr. Sueruan. One of the arguments put forth this morning was 
that if the Department and administration would O. K. this particu- 
lar bill, it might give employment to 1,350 people. That was the 
argument made. 

[ also notice that the question was brought up that in the event 
the operator could not make a go of it, he could apply for an operat- 
ing subsidy which you estimated roughly at $8 million per year, is 
that right ? 

Mr. Morse. Per ship. 

Mr. Surenan. If we wanted to keep employment going at that 
rate, it would cost the taxpayers $8 million a year for the operating 
subsidy and with the 1,350 men the taxpayers would be subsidizing 
employment at the cost of $6,000 per person, $8 million divided by 
1,350, 

Mr. Morse. I did not figure it out that way but we related the sub- 
sidy cost of the ste amship United States by numbers and multipled 
that by the 1,350 employees. 

Mr. Sueenan. The point I am trying to stress is that if the admin- 
istration or Government wants to get rid of unemployment it would 
be a lot better off to pay the people a direct subsidy and not go to that 
length to get them employed. 

Mr. Morse. It would be a very expensive cost when you take into 
consideration the investment in the ship itself. 

Mrs. Sutnivan. I have just one other question, Mr. Chairman. 

The CuairmMan. Yes, Mrs. Sullivan. 

Mrs. Sutuivan. I would like also, Mr. Morse, to know on what you 
based your estimated cost of $190 million per ship. Could you give 
us that Jater on ? 

Mr. Morse. We willdoso. It must necessarily be somewhat sketchy 
because we do not have detailed plans and specifications of the ship. 
We have just a very rough idea of the dimensions of the ship and 
the power required. 

We will be glad to give that also. 

The CHarrMan. You mean that at this point you do not have the 
builder’s plans of the ship ? 

Mr. Morse. The detailed plans and specifications, no, sir. 

We know the projected length and beam and draft and projected 
speed from which our Office of Ship Construction has estimated the 
power required to operate a 30-knot ship. 

The CHatrmMan. In the former cases where we made exception from 
the 1936 rule, we did have the plans of the vessel. 

Mr. Morse. We had the detailed plans and specifications and i 
the case of the America replacement we even had the competitive bide 
of the shipyards. 

The CuarrmMan. How would the size of this ship compare with the 
United State s, Mr. Morse? 

Mr. Morse. This is a larger ship. The original data submitted 
was a 33-knot ship and our assumption of what. it would be for a 30- 
knot ship differs primarily only in the reduced horsepower 

On the original data submitted it is 1.152 feet overall; 132 feet beam ; 
34 feet molded draft ; 6,000 passengers. 


31434—58——4 
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This shows 1,272 crew. We have been using a figure of 1,350. It 
shows 260,000 horsepower by American Bureau of Standards rating; 
4 propellers, 4,000-mile cruising radius. 

Then it gives the 350,000 feet of dr v cargo cubic space ; 60,000 cubic 
feet of reefer space. Gross tonnage of 87,300 tons and displacement 
of 75,260 tons. 

The CuarrmMan. We will have to have you back, Mr. Morse. 

Mr. Morse. That is in the neighborhood of 175 to 200 feet longer 
than the steamship U’nited States. 

The Cuarrman. There are no architectural plans at all at the 
present submitted to Maritime ? 

Mr. Morse. We have only the outline plans and specifications. We 
do not have detailed plans. 

The CuarrmMan. That is from the architect ? 

Mr. Morse. Yes, from Mr. Cantor's architect. 

The CuatrmMan. We will have to have you back, Mr. Morse. We 
have a lot of work to do. 

Mrs. Sutiivan. Mr. Chairman, would Mr. Morse be able to also tell 
us what the national-defense features would be on a ship like that? 

Mr. Morse. No; we could not tell you that, Mrs. Sullivan, because 
this is on the pom a that this is the commercial ship and, unless 
and until the Navy indicated other requirements would be added, 
there would be no national defense features involved. 

Mrs. SULLIVAN. You mentioned in your testimony some $62 million, 
did you not ? 

Mr. Morse. That, I think, was the working-capital requirement. 

Mrs. Sutzivan. There is no way to tell what national defense fea- 
tures are necessary on any ship of that size to be built 4 

Mr. Morse. If the defense features include only shockproof engine 
mounting and rather routine minor items of that character, it probably 
would be less than $5 million on the outside, but, if you go into in- 
creased moraeporwer *,1f you go into aluminum structure and things of 
that.sort it could mount up very rapidly. 

Mrs. Suniivan. Will that not. be necessary to know before giving 
any figures on comparison on what it would cost to build ¢ 

Mr. Morse. Certainly, we would have to know that before the ap- 
propriations could be requested. But, as far as the cost to the op- 
erator, the defense features are borne entirely by the Government. 

Mrs. Sutitvan. So that you would have to know that in order to 
come up to your total of $190 million that you estimated the ship would 
cost ¢ 

Mr. Morse. No; if there were defense features, that would be 
addition to that estimate of $190 million. 

Mrs. Sutuivan. The $190 million would not include any of the 
defense features that are necessary on the ship ‘ 

Mr. Morse. That is correct. 

Mrs. Sutzivan. That isall, Mr. Chairman. 

Mr. Matturarp. Mr. Chairman, may I ask a question along this line ? 

The CuarrMan,. Yes. 

Mr. Marmut1arp. In giving the description of the characteristics of 
the ship, you mentioned a 4,000-mile cruising radius. Would that be a 
top speed ? 

Mir Morse. At this designed 33-knot speed. 
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Mr. Maiuuiarp. Would it not be almost certain that the Navy would 
not find that acceptable ? 

Mr. Morse. I am sure that the Navy would find that unacceptable 
and would want to increase the cruising radius. 

Mr. MariurArp. What was the draft ? 

Mr. Morse. This shows 34 feet molded draft. 

Mr. Maiiuiarp. How many ports are there in the world that have 
a 34-foot channel ? 

Mr. Morse. I cannot answer, offhand, but most of the major pas- 
senger ports could accommodate a vessel of that draft. 

Mr. Mamurarp. It is pretty limited when you are considering a de- 
fense ship. ‘There are a lot of places where you might want to put 
troops. What isthe draft of the United States: 

Mr. Morse. Mr. Hoffman, do you recall draft of the United 
States? 

Mr. Horrman. It is 30 feet. 

Mr. Marnurarp. As I recall, that was one of the features that was 
demanded by the Defense Department in the case of the United States. 
It was that it be able to get into any normal passenger port, and I 
think they set 30 feet as the limit that was acceptable to them. Do 
you know if that is correct ? 

Mr. Morse. My memory does not go back that far, Mr. Mailliard. 
I am sorry. We have not discussed with the Navy the design or the 
draft or anything else on these ships. We have not considered that 
we have gotten to the point to discuss it yet with the Navy. 

The Cuarrman. In your opinion, is this hearing premature, since 
we do not have enough facts to work on ? 

Mr. Morse. I beni ate to say that it is premature. My feeling, 
though, is that Mr. Cantor and ourselves are unable to make any 
progress. I do not know whether we are too demanding in requir- 
ing facts rather than his hopes and beliefs that he can obtain financing. 

The Cuaman. We have to have facts when we go to the House, 
you know. 

Mr. Morse. We vie not felt that we have gotten the necessary 
material from Mr. Cantor to agar our processing the title XI ap- 
plication. We indicated to Mr. Cantor by letter on a number of 
occasions the specific items that we required from him. 

The Cuarrman. Mr. Allen? 

Mr. Auuen. I was intending to ask you whether this bill was in the 
nature of an enabling bill which would permit you to go ahead and 
make the investigation, and possibly turn it down if you are not 
satisfied, rather than a bill which determines that the ship should be 
built and you should go ahead and complete the transaction. 

Mr. Morse. I think this is only intended to be an enabling bill, if 
I understand it rightly, but we have the authority under title XI to 
make the necessary determinations under the title XI procedure and 
either approve it or disapprove it on that basis alone. 

Mr. ALtLen. The same investigation would be involved. 

Mr. Morse. Substantially the same sort of investigation and proof 
are required. 

Mr. Auten. Thank you. 

The Cuarrman. The committee will recess for 15 minutes. 

(Whereupon, at 3:10 p. m., a recess was taken until 3:30 p. m.) 
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The Cuatrman. The committee will come to order. 
The next witness will be Mr. Henry. 


STATEMENT OF J. J. HENRY, NAVAL ARCHITECT, PRESIDENT OF 
J. J. HENRY CO., INC., ACCOMPANIED BY RICHARD KURRUS, 
COUNSEL 


The Cuarrman. Mr. Henry, will you give your full name and back- 
ground, please, who you are ? 

Mr. Henry. My name is J. J. Henry. Iam a naval architect, and 
I am president of J. J. Henry Co., Inc., with offices in New York and 
Philadelphia. We employ approxim: ately 200 people and are one of 
the largest ship-design firms in the world that specialize on commer- 
cial work. We have participated on the detail design of 5 of the 
last 8 passenger vessels, and we have designed, both from the con- 
tract point of view and also from the detail design, some of the largest 
tankers and ore carriers built in the world in both this country and 
in countries like Germany, Japan, and Sweden. 

The CuHarrMan. You may proceed. 

Mr. Auten. I think Mr. Henry might add that he has a part in the 
nuclear ships. 

Mr. Henry. We are also participating in the detail design of the 
steamship Savannah. 

I have no prepared statement. Iam primarily here to answer some 
questions. I can state that the concept of the design of this vessel, 
we believe, is a good one. It follows the trend of building larger 
units in order to get the costs down. In other words, just size in itself 
has a great bearing on the cost of carrying a ton of cargo or a pas 
senger. Obviously, that is why the large tankers have been so suc- 
cessful. 

It is possible on a ship like this to get the cost of capital construce- 
tion down to maybe one-half of a vessel like the (’nited States per 
passenger. That is, when you re +} ate it to a cost per passenger your 
capital cost can possibly be one-half. Your fuel cost per passenger 
again will be one-half or less, maybe closer to one-third. Your crew 
costs will have such ratios. All of this indicates the economic side 
of building a larger unit. 

Of course, it also, in this particular vessel, illustrates a different 
concept than the United States; that is, a vessel of more the tourist 
type than the United States, which is more of a first-class-type pas- 
senger vessel. Mr. Yorkovich was the designer of the vessel. | 
was asked to review his design from this point of view. 

Mr. Totierson. Mr. Chairman, may I ask a question on that point ? 

The Cwarmman. Yes. 

Mr. Totiterson. You say the larger the vessel the less cost capital 
investmentwise per ton of cargo or per passenger. Is there a point 
beyond which you would not or could not go in respect to the size 
of a ship? In other words, if it is true that the cost per passenger 
here would be less than the cost per passenger on the United States. 
then if you built the ship 200 feet longer, would it be still less costly, 
and up to what point would you go? 

Mr. Henry. That is a good point. Other limitations come into 
the picture so that there are such things then as harbors and drafts 
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and drydocks and building berths and I would not be inclined to build 
the vessel any larger than this at this time. 

Incidentally, on the matter of draft, which was discussed before, 
I do not think that 34 feet of draft would be an obstacle in any manner 
for aship of this size. 

I believe that the Queens have a deeper draft than this. We know 
from our large tanker experience that we are going to deeper drafts 
than that all the time. The Suez and Panama Canal can accommo- 
(late vessels of even deeper draft than the 34 feet specified here. 

Mr. TotLerson. What about the seaworthiness of such a large ves- 
sel ? 

Mr. Henry. In general, the larger the vessel the more seaworthy. 
I would say in this particular case there is no reason why the vessel 
should not be capable of being a very seaworthy vessel. 

Mr. Totierson. That is all, Mr. Chairman. 

The Cuarmman. Mr. Macdonald # 

Mr. Macponarp. I have no questions at the moment, Mr. Chair- 
man. 

The Cuarrman. Mr. Allen? 

Mr. Auten. Could you tell us a little bit about accommodations 
and particularly how much difference there would be between the 
most costly space on the ship and the least costly ¢ 

Mr. Henry. On this particular ship ¢ 

Mr. ALLEN. Yes. 

Mr. Henry. On this particular ship there is a small percentage of 
the accommodations which are, as I understand it, first class because 
of a conference ruling which seems to be a rather artificial matter 
but it is typical of all the new tourist-class vessels that have been 
built abroad. 

They have possibly 50 first class and 900 or 1,000 tourist class. 

On this particular vessel, I would think the overall standard of 
accommodations should be similar to the vessel recently completed 
down at Ingalls for the American Banner Lines. If any of you gen- 
tlemen have been aboard that vessel, I am sure that you would be 
ready to agree that the staterooms, while they were small, were com- 
pletely satisfactorily fitted out with furniture and private washing 
facilities and air conditinoing to the point that any average American 
would be happy to travel in them. 

A great deal of economy can be obtained by making the rooms 
small. Cubic costs a lot of money. A great deal of emphasis on a 
ship like this has to be put into making things simple, attractive, but 
functional and comfortable. 

Mr. Auten. Would it be a ship that would be air conditioned 
throughout and one with a greater percentage of inside rooms than 
outside ? 

Mr. Henry. Yes, it would definitely be a ship with a great percent- 
age of inside rooms but would also be a ship, I am sure, that weuld 
be air conditioned throughout. 

Mr. Atten. What yards would it be built in ? 

Mr. Henry. It is always difficult to positively say that there are 
only so many yards that can build a ship but the most likely yards 
that could build this ship would be Bethlehem Steel, Newport News, 


and New York Shipbuilding Corp. 
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Mr. Auten. Would you have any estimation of what the additional 
defense features might be, possibly basing your judgment on what 
has been required in the Steamship l/nzted States ¢ 

Mr. Henry. Yes. I have a feeling that this defense feature ques- 
tion has gone around a number of circles in the past years and that 
there really should be two separate designs considered. One would 
be the strict commercial vessel which would be following standards 
more like our foreign competitors and the other would be a com- 
pletely different design of vessel which would take care of additional 
speed but besides additional speed the hull must be made finer, ‘That 
in turn leads to other complications. Also, on the defense vessel, it 
is unquestionably necessary to have divided enginerooms and similar 
features that appear in many places in the design and cannot be 
isolated, to my mind, to just one specific item such as higher horse- 
powe re 

I do not mean that the strict commercial vessel would not meet the 
United States Coast Guard standards or the international convention 
standards. It certainly would. It would have to. But in addition 
to those standards, there are other features of the des ign that are 
worked into vessels like the United States, which are essentially de- 
fense features and not strict commercial require ments. 

My point is that there re: ally are two different vessels involved. 

Mr. Annex. Thank you, Mr. Chairman. 

The Cramman. Mrs. Sullivan d 

Mrs. Sutnivan. I am sorry that I was not here to hear the entire 
testimony that you have given. Would you be in a position to judge 
what the cost of a ship of this type would be, minus the defense 
measures 

Mr. Henry. That is another major question here, of course, and it is 
not easy to pin down at this stage of development of the design. 

I notice that Mr. Morse in his testimony says that the cost of the 
commercial ship could be as high as $190 million. We feel that a strict 
commerecail ship could be built for quite a bit less than that. It does 
get into this controversial question of what is defense features and 
what is not, besides the simple item of just horsepower. 

Mrs. Sutuivan. [ have no other questions at present, Mr. Chairman. 

The CHarrmMan. What are those defense features’ You mee 
whether they are defense features or commercial features. What are 
they / 

Mr. Ilenry. Well, besides horsepower. 

The Ciramman. Those that we know definitely are defense features, 
Wwe may leave out. What are the controversial features / 

Mr. Henry. One of the things that becomes controversial right off 
the bat is that the same hull should not be rated for two different 
speeds, so that as I say you go right back to the fundamental basic 
design of the vessel. 

[If the vessel is designed for 30 knots, it has a certain block coefficient. 
That will lead in turn to a certain steel hull with steel weights and 
space available. The minute the vessel of approxtinate ly the same size 
has to be a 34-knot ship, then the underwater hull has to be consider 
ably finer, That starts getting into questions of stability so 1 would 
say my main point would be this question of speed not related only to 
horsepower but it is related to the complete design of the vessel. 
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The other point that I did mention was such features that creep into 
the arrangements like divided enginerooms. 

The Cnarrman. Mr. Allen? 

Mr. ALLEN. I have one more question along that line. If you build 
a ship for 38 or 40 knots, is that an efficient ship at 30 or 32 knots 4 

Mr. Henry. Well, 1 would say, first, no, from the point of view that 
you have built too expensive a ship. 

Mr. ALLEN. If you left out the capital requirements figuring safety 
and other things of that sort, what is your answer 

Mr. Henry. If you leave out the capital requirements, you may 
or may not have such things as maintenance costs or other problems, 
but, certainly, the ship could run very nicely at the lesser speed. It is 
somewhat like buying a diesel engine and deciding that you are going 
to run it at 60 or 70 percent of its rating instead of its rating as adver- 
tised by the manufacturer. 

Mr, Auten. Thank you, Mr. Chairman. 

The CHarrman. Mr. Ray? 

Mr. Ray. I have no questions. 

The Cuarrman. Mr. Macdonald ¢ 

Mr. Macponarp. I have just one question, sir. In building this 
ship, if it was supposed to have the capacity of 34 knots, you talked 
about 2 hulls. Obviously, you would have to build just the 1 hull 
that woul “tag apable of going 34 knots: is that right ¢ 

Mr. Henry. That is correct. In other words, in every case, we just 
wind up waikiteie the one ship, but I spoke of trying to approach this 
quest ion of what the defense costs would be. 

Mr. Macponap. I did not quite follow why you said it was a two- 
hull question. 

Mr. Henry. The first thing is that if, for example, you decided that 
30 knots is the commercial speed you would be satisfied with, then that 
is the principal design factor that you start with, and associated with 
that 30 knots of a vessel of a certain size will be other characteristics, 
like the fineness of the form. As soon as you went to 34 knots you 
would have to have a finership. The finer ship winds up with reduced 
capacity. 

Mr. Macponatp. What do you think the differential would be 
expense, between the 34- and 30-knot ? 

Mr. Henry. That would run into $20 million or more. It might 
even be considerably creater than that. I would be more inclined to 
say it would be closer to $40 million. 

Mr. Macponarp. I take it that the 34 knots would be more expensive 
than the 30 knots. 

Mr. Henry. Oh, 7 

Mr. Macponarp. T am sorry I missed part of your earlier testimony. 
I was wondering if you covered the fact that, if built, this would be 
avery easily transfe rable vessel into a troop transport. 

Mr. Henry. No, but it obviously would be. In other words, since 
vou have reduced the individual staterooms down to a small-sized room, 
they could well be fitted out or planned now at a very nominal expense 
so that they could fitted out with more bunks, and the vessel then 
would be easily converted into a transport. 

Mr. Macvonatp. Would it take much change, really, in the vessel 
itself? As it sits, is it not almost, if finished, a troop transport per se ? 
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Mr. Henry. Iam not sure. Possibly the experience of the last war 
with vessels like the Qucens might have some bearing on it. 

Mr. Macpona.p. This vessel, as I understand it, is very unsimilar 
to either of the Queens, is it not? Is there not a lot of empty space 
and holds to hold movies and dances, and so forth, on the Queens? 

Mr. Henry. That is correct. 

Mr. Macponap. This ship has none of that; is that correct ? 

Mr. Henry. The Queens, again, are more like the /’nited States in 
being fitted out toa great extent as first-class luxury liners. 

Mr. Macponavp. To get to my question: Is this not, as it sits on 
the drawing plans anyway, already a troop transport 

Mr. Henry. It is much closer, quite a bit closer to a full troop 
transport. 

Mr. Macponatp. What would you have to do to make it a troop 
transport if it is not already as it sits on the drawing board ¢ 

Mr. Henry. Well, I will make some guesses with you. 

Mr. Macponatp. You are the expert witness. 

Mr. Henry. I would say you would start by fitting a great deal more 
bunks. 

Mr. Macponacp. How many does it carry as it sits on the drawing 
board ¢ 

Mr. Henry. It has berths for 6,000 passengers. 

Mr. Macponatp. Taking whatever luxury is on it aside, how many 
would it carry as a troop transport ? 

Mr. Henry. As a troop transport, we would want to put on berthis 
for at least 12,000 or maybe 15,000 passengers. 

Mr. Macponatp. Would that not be the biggest troop transport in 
the history of the United States / 

Mr. Henry. Unquestionably. 

Mr. Macponarp. By how much ? 

Mr. Henry. I do not remember. 

Mr. Macponatp. Do you recall what the Yueens carried during the 
last war? 

Mr. Henry. I really do not remember what the Queens carried. 

The CHarrman. I expect that the Navy would be more qualified to 
answer those questions after seeing the design of the ship, would they 
not, Mr. Henry ¢ 

Mr. Henry. That is right. These are not points that I have made 
any particular study of. 

Mr. Macnonarp. I was interested when you said that there had to 
be some sort of first-class accommodations on the ship because of some 
conference rules. 

Mr. Henry. Yes. 

Mr. Macponap. I plead ignorance. What conference is that ¢ 

Mr. Henry. This is one of those conferences that have been in the 
news fairly recently. It is an agreement among both the foreign and 
American ste amship lines to abide by certain rules in their operations. 

Mr. Macponarp. That is a fairly vague definition of a quite definite 


question. You say that, because of some conferences, there is a rule 
that is abided by the United States line which is subsidized by United 
States tax money that there should be first-class accommodations in 
every ship. 
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The CuHarrman. The Supreme Court had this question, and they 
answered for one side one way and the other side the other way. 
Maybe this witness is not as good as the Supreme Court. 

Mr, Macponarp. As I understand, he is better than the Supreme 
Court. He isa true expert in his field. 

The Cuairman. The Supreme Court has two opinions on that. 

Go ahead, sir. We had a whole week of the conference system here. 

Mr. Macponaxp. I did not realize that conferences in which the 
United States Government did not participate guided United States 
lines that are operating under subsidy by the United States Govern- 
ment. 

Mr. Henry. Well, all of that has been gone into. 

Mr. Macponarp. I would like to hear about this conference. 

Mr. Henry. I would like to say that I cannot be considered an expert 
on this matter, but the point has been covered quite recently in the 
Maritime, and the Maritime Administration, I think, has been testify- 
ing on the matter of conferences, and a conference seems to be an 
agreement, like a club between steamship lines, to follow certain rules. 

Mr. Macponaip. Some of us are familiar with the club rules, but I 
was wondering if it was the law of the land. 

Mr. Henry. It is not the law of this land. 

The Cuairnman. Let me ask you, then: Is a conference better for 
shippers and operators than no conference ? 

Mr. Henry. I again plead that my opinion is not qualified on this 
matter. 

Mr. Macponaxp. I have no further questions, Mr. Chairman. 

The Cratrman. I did not mean to interrupt you. 

Mr. Macponarp. I am all finished. Thank you. 

The Cuairman. I was going to get this witness up here if he could 
give us some light on conferences. 

Mr. Ray? 

Mr. Ray. I have no questions. 

The Cuarrman. Mr. Pelly? 

Mr. Peixy. I am sorry that we were called over to the House and I 
did not hear your preliminary talk, in which I take it that you gave 
something of your background. I gather from your answers that 
you are a naval architect, an engineer ? 

Mr. Ilenry. Yes. 

Mr. Petty. Have you worked considerably on this particular type 
of vessel ? 

Mr. Henry. Yes. As I mentioned earlier, we participated quite 
extensively on the detail design of 5 of the last 8 passenger vessels 
that have been built or are being built. 

Mr. Pewxy. In your capacity of making a study, have you thought 
of the problem th: at existed of suddenly having 6,000 passengers arrive 
at some foreign port or even New York ? Do you think they could be 
handled all at once under the present fac ilities 2 

Mr. Henry. No, I think that is a definite question or problem. In 
other words, we ran into the same thing with our larger tankers and 
ore carriers, and so forth. That is, the terminal has to be given con- 
siderable attention and the design of the ship finally has to be inte- 
erated or coordinated with the design of the termin: al facilities. That 

is, you have to have proper ramps, side ports, considerably more mech- 
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anization possibly than is being used now with smaller numbers of 
people. 

[ would say, though, that that is not a problem that should not be 
possible to lick. I think the large airports are having similar troubles. 
Idlewild has gone to great expense now on better handling of pas- 
sengers. 

Mr. Petry. Could a city house or could the transportation facilities 
out of a port take care of such a large number of passengers / 

Mr. Henry. There again I think all that has to be part of the 
commercial problem and some arrangements made ahead of time. 

Mr. Pexiy. In other words, an investigation by this committee 
should consider that particular problem. 

Mr. Macponatp. Will the gentleman yield ¢ 

Mr. Petty. Yes. 

Mr. Macponaxp. Is it not a fact that the country to which the 
proposed route would go has not only made these arrangements but 
welcomes the arrangements and says that it would be a great boost to 
its economy ¢ 

Mr. Henry. That is my understanding. 

Mr. Macpona.p. Is it not also a fact that the place of departure, 
which happens to be my home city of Boston, welcomes the oppor- 
tunity to house these people since they continually hold conventions 
in the city of Boston? 

Mr. Henry. That is also my understanding. 

Mr. Peiy. I take it that the particular country is Belgium and 
they now are doing a pretty good job of housing a great number of 
people. I do not know whether they can do it in a port. 

Have you talked to the Navy about the defense features of this ship 
informally ¢ 

Mr. Henry. I have not, but I am not sure whether anybody else in 
the organization has, 

Mr. Kurrus. We have from time to time. 

Mr. Petry. Have they indicated the number of troops that could 
be transported on this ship? 

Mr. Kurrus. Mr. Pelly, if you would, I would rather that they 
do it. 

The CHarrmMan. Our next witness is Mr. Cantor, 


STATEMENT OF HYMAN B. CANTOR, PRESIDENT, SEA COACH TRANS- 
ATLANTIC LINES, INC.; ACCOMPANIED BY J. J. CLARK, NAVAL 
ADVISER, RALPH REYNOLDS, AND RICHARD KURRUS, COUNSEL 


Mr. Canror. My name is Hyman B. Cantor. I am not a shipping 
operator. I do not have too much experience with ships. I am a 
hotel operator, a commercial hotel operator. I operate a chain of 
hotels under the name of the Carter Hotels Corp. We buy and sell 
hotels. We are dealers, 

In the depression days, I was considered a doctor of sick hotels 
and I was employed by a number of the large insurance companies 
and banks. When they had difficulties in making the ends meet, I 
would go in and correct whatever difficulties they had. I am very cost 
conscious on hotel operations. 

Mr. Petry. Could the witness sit down ? 
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The Cuairman. He may do as he likes. If he wants to stand he 
may stand. 

Mr. Cantor. When I go on these luxury-type vessels which seem to 
be the mode under the American flag, I just get sick when I see the 
overabundance of help and payroll required to operate them, 

The CHatmrman. The operator cannot control that help business. 
Somebody else tells the operator how much help he has to put on the 
ship. He does not have anything to do with that, does he? I ask you 
the question. Does he? 

Mr. Cantor. It is the type of operation that they have that requires 
that much help, yes. I agree with you. 

The CuHatmman. My understanding is that the operator does not 
have anything to do with employing anybody but the captain and 
the chief engineer. 

Mr. Canror. Yes, I found the unions to be reasonable, if that is 
what you mean, but it is the type of operation. For example, you 
could compare a Waldorf hotel operation with a Dixie hotel type 
operation where we can use much less of a staff than a luxury hotel 
would require. We do not have any Dixie-type hotel operations on 
the sea 

Of all of the subsidized lines that I se e, the passenger lines, they do 

cater to the luxury trade, that 5 percent of lush business. I have seen 
nothing American flag comparable with the motel-type operation 
or a Dixie hotel and that is the vacuum that I intend to fill here. 

If you will bear with me, Mr. Chairman, I have with me several 
members of my staff and I would request that Admiral Clark, Mr. 
Reynolds, and Mr. Kurrus be allowed to sit with me and assist me 
in the answering of any questions. 

The CHarrmMan. Yes. 

Mr. Cantror. Thank you. 

I have, Mr. Chairman, a prepared statement which T had originally 
intended to read, but since it is rather lengthy I would request that it 
be placed into the record and that I be allowed to summarize some of 
the major points, so as to save the time for questioning by members 
of the committee. 

The Cuairrman,. That will be all right. 

(The statement referred to follows :) 


STATEMENT OF H. B. CANTOR, PRESIDENT OF SEA COACH TRANSATLANTIC LINES, 
Inc., on H. R. 10692, H. R. 10638, H. R. 13097, H. R. 13174, Aanp H. R. 13164 


There are before your committee a number of bills which would authorize 
the construction and sale by the Federal Maritime Board of two transatlantic 
passenger superliners of a prototype design to Sea Coach Transatlantic Lines, 
Inc. These vessels would be approximately 90,000 tons and would be capable 
of carrying approximately 6,000 passengers and a crew of 1,850 men. They 
would have an actual sustained sea speed of 34 knots, in order to enhance their 
value for purposes of national defense, and it is our plan to operate them at a 
commercial speed of 30 knots. 

This hearing was originally scheduled to hear testimony and to receive evi- 
dence upon H. R. 10638, introduced by Congressman Ray, and upon H. R. 10692, 
introduced by Congressman McCormack, both of which bills are identical. These 
bills would provide for a sale of the vessels to Sea Coach Transatlantic Lines, 
Inc., at a fixed price of $70 million per vessel. It is specifically provided, how- 
ever, that the construction and sale of the passenger superliners shall be other- 
wise in accordance with all applicable provisions of title V of the Merchant 
Marine Act, 1936, as amended. In fact, except for the fixed price, the proposed 
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legislation would merely authorize Sea Coach to proceed before the, Federal 
Maritime Board, as if it were an applicant for construction subsidy under title V 
of the act for vessels to be constructed pursuant to sections 502 and 503 thereof. 
The bills would in no way relieve Sea Coach of the requirement of satisfying the 
Federal Maritime Board of its qualifications as an applicant or of convincing 
the board of the economic feasibility of its project. 

I should like to emphasize here, and I shall refer to it again later, that we are 
not here requesting this committee or Congress to give us any carte blanche 
approval, which would authorize the immediate construction and sale of the 
vessels to Sea Coach, nor are we requesting Congress to pass upon and approve 
such matters as ship design, ultimate economic feasibility of the project, or the 
qualifications of Sea Coach. The final approval of our project must, we believe, 
rest with the Federal Maritime Board. We are requesting only that our concept 
be approved, and that we be given the chance of going ahead so as to overcome 
the existing obstacles confronting such new constructions which are inherent in 
the Merchant Marine Act of 1936. 

Since the original bills were introduced certain other bills have also been 
introduced which I believe offer desirable alternatives to this committee. These 
other bills are similar to the original bills except for limited changes, which 
provide additional safeguards to the Government. H.R. 13097 and H. R. 13164, 
introduced by Congressmen Macdonald and O’Neill, provide that the vessels 
would be sold to Sea Coach at a fixed price of $70 million per vessel, or at 50 
percent of the price of a commercial equivalent vessel, whichever is greater. 
We fully realize that there is no reliable yardstick of experience with identical 
or even similar vessels, because no such vessel has ever been constructed. In 
addition, we have no detailed cost estimate of the construction, although we 
do have what we believe to be reliable estimates of approximate domestic cost 
given to us by the naval architects and by the shipyards. 

Nevertheless in order to provide an additional safeguard to the Government 
in the event that the cost of each new vessel should exceed $140 million (excluding 
national-defense features and escalation), we would be willing to pay 50 percent 
of the actual cost for a commercial equivalent vessel. Actually, it is our opinion 
that the fixed price of $70 million per vessel would be considerably greater than 
50 percent of the commercial equivalent cost. Although these bills mention a 
commercial speed of 30 knots, the vessels would have an actual sustained sea 
speed of 34 knots, which is necessary for national-defense purposes. 

H. R. 13174, also introduced by Congressman Macdonald, similarly provides 
the provision, with respect to pricing, which I have mentioned in H. R. 13097, 
and H. R. 13164. These other bills provide an additional provision with respect 
to the obligation of Sea Coach to maintain “capital reserve” and “special reserve” 
funds, in accordance with the requirements of section 607 of the Merchant 
Marine Act. We are not requesting any operating subsidy for these vessels, and 
it is not our intention to do so. Nevertheless, it seems in the best interests of 
the Government, as well as ourselves that these reserve funds should be estab- 
lished and maintained by Sea Coach from earnings in order to insure the prompt 
payment of our obligations to the United States and the eventual replacement 
of the vessels. This provision we consider to be extremely important in the 
scheme and purpose of our general maritime legislation. 

I should like to state briefly why we have found it necessary to seek legisla- 
tion in this matter and why we believe it is proper that the legislation should 
be enacted in the general form of the bills I have discussed. 

The question may well be asked as to why we cannot utilize the existing 
framework of title V of the Merchant Marine Act of 1936, which provides for 
the payment of construtcion differential subsidy. 

Fundamentally, the answer is that the existing provisions of title V of the 
Merchant Marine Act provide an unrealistic framework for the construction of 
new passenger superliners even for companies now receiving operating differ- 
ential subsidy under title VI of the act, which companies have substantial 
amounts of tax-free money in capital reserve funds. The situation is evi- 
denced by the special legislation introduced on behalf of United States Lines and 
American President Lines to construct vessels for operation in the Atlantic and 
Pacific Oceans. In fact the report of this committee on that legislation pointed 
out that “the problems of pricing and financing make existing law inadequate 
to accomplish the purposes” of superliner construction. Chairman Clarence G. 
Morse, the Maritime Administrator and Chairman of the Federal Maritime 
Board, in testifying on May 13, 1958, before the Senate Committee on Inter- 
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state and Foreign Commerce, on H. R. 11451 and S. 3519, stated that it “is 
unrealistic’ to assume that passenger superliners could be constructed under 
the existing provisions of the Merchant Marine Act, and that if it were to be 
visited that the vessels must be so constructed, “we will not get the ships.” 
Mr. Morse, of course, was there referring to the vessels for United States Lines 
and Ameircan President Lines, but his reasoning and conclusion apply with 
even greater force in the case of my company. 

In explanation of the impracticality of proceeding under title V of the Mer- 
ebant Marine Act of 1986, I should like to point out that I have tried this 
approach. It cannot be done, because of the great uncertainties involved. 

First of all, the Federal Maritime Board has established as a matter of 
policy, that all new construction under the Merchant Marine Act must be 
accomplished pursuant to the provisions of section 504 of that act, rather than 
section 502. Under the former section, the applicant for construction subsidy 
must arrange for his own short-term and long-term financing (in the forms of 
construction loan and mortgage), in addition to his downpayment, and other 
equity financing, whereas under the latter section the Government would con- 
struct the vessels, and, in effect, sell them to the successful applicant, holding 
itself the first preferred mortgage for 75 percent of the cost to the applicant 
at 3% percent interest per annum. 

I should like to stress, at this point, that I have no criticism to make of the 
Federal Maritime Board or Maritime Administration. These agencies are ad- 
ministering the law competently and well, and they have always been most 
eordial and conscientious in dealing with me. They cannot be held accountable 
for the unrealistic obstacles established by their enabling legislation. 

sefore superliners of this size can be built, an applicant must have some assur- 
ance of what the final price will be. At the very least, he must know what 
formula will be used in arriving at the price. Secondly, private financing for 
construction loans and mortgages on vessels of this type is virtually imposible. 
I have explored this matter in considerable detail because I did file an application 
for both construction differential subsidy for for title XI insurance on construc- 
tion loans and mortgages with the Federal Maritime Board. Thereafter, I met 
with the largest insurance companies and financial institutions and was informed 
that they would not be interested in loaning money on the vessels even at a 5%4- 
percent interest rate and even though the loans were fully insured by the 
Government. 

Another question that I would like to address myself to briefly concerns 
whether legislation should be enacted specifically providing for the sale of the 
vessels to Sea Coach, which in this respect is similar to the proposed legislation 
in favor of United States Lines and American President Lines set forth in 
H. R. 11451. It is completely unrealistic I believe for anyone to suggest that this 
particular legislation could be made general. Not only have I already spent 
more than $250,000 to develop the plans of my proposal to this stage, but at least 
$2 or $38 million more would in all likelihood have to be spent before the 
project could be finally approved by the Federal Maritime Board, even after the 
legislation had been passed. 

It would be extremely inequitable and unrealistic to suggest that my company 
should spend $2 million or $3 million, in excess of what has been spent already, 
to develop shipbuilding plans and other necessary data for the purpose of, possi- 
bly, making the project available to some other company. If any other United 
States citizen or company should have a bona fide interest in constructing vessels 
of this sort and type, such interest has not been made known, to my knowledge. 

Manifestly, Sea Coach could not make the substantial capital expenditures 
required to obtain approval from the Federal Maritime Board, unless it had some 
assurance that, if it were approved by the Board, we could obtain the contract for 
the purchase of the vessels. I should like to emphasize again that we are only 
asking for a chance to proceed. Any specific appropriation in connection with 
this legislation is, necessarily, 1 or 2 years away after the legislation has been 
passed. Sea Coach cannot obtain a contract for the purchase of the vessels, nor 
can 1 cent be spent by the Government in the construction of these vessels until 
we have, first, fully qualified as an applicant and an operator within the terms 
of paragraph 3 of each bill. 

We are not requesting any unprecedented benefits from the Government, nor 
is this proposed legislation in the real nature of special-interest legislation. The 
present bills are made necessary only because the existing framework of the 
Merchant Marine Act is unrealistic for the construction of passenger superliners, 
as practically all governmental officials familiar with the subject and Congress, 
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as well, have recognized. We are willing to pay 50 percent of the domestic cost 
of these vessels, exclusive of national-defense features, which, we believe, is an 
amount that could be sustained under the existing provisions of the Merchant 
Marine Act. 

As far as the specific details of my proposal are concerned, I believe that most 
of the members of this committee are familiar with them. You have recently 
held some excellent and exhaustive hearings on the subject of superliner con- 
struction, which I have read with avid interest from beginning to end several 
times. The essential national-defense requirements for such superliners, the 
virtually insurmountable problems confronting such construction under the exist- 
ing law, the problem of raising private financing for construction loans and mort- 
gages, the need for more passenger vessels under the American flag, and the 
national prestige connected with such vessels are matters that have been thor- 
oughly considered by your committee at these hearings, and in your most well 
reasoned report on the superliner passenger vessels for operation in the Atlantic 
and Pacific Oceans. I will not attempt to go over this same ground, for I could 
not improve on the presentation that has already been made, nor upon the con- 
clusion thereon as stated by this committee. 

We have a number of exhibits which we have had prepared for this hearing, 
which I should like to request be placed into the record. 

First, we have an economic study of the passenger market in the North Atlantic 
trade between the United States and Europe, with reference to the proposal of 
Sea Coach to construct two large, low-fare passenger superliners, which was pre- 
pared by Nathan Habib Associates. Mr. Habib is a private transportation econ- 
omist, and he is in the hearing room ready to answer any questions the committee 
may have concerning this study. He will be available at any time at your con- 
venience for questioning. Since the statement is rather lengthy and detailed, I 
would request that it be presented in the record without reading it. 

Secondly, we have an outline of our proposal, setting forth the main details of 
our plan, with reference to the proposed legislation, and also containing an 
artist’s drawing of the proposed Sea Coach vessels. 

Thirdly, I have a letter from Eastman Dillon, Union Securities & Co., the 
largest underwriting house in the world, dated June 20, 1958, concerning their 
willingness to formulate a plan for underwriting the part, the equity-capital 
investment, beyond the participation which I myself will make. I would request 
that this letter be placed in the record next to the letters from my banking insti- 
tutions and insurance company, which have been addressed to Chairman Bonner. 
I have copies of the latter letters to the chairman which I can supply, if you wish. 

Fourth, I have a pro forma statement, dated June 27, 1958, of estimated revenue 
and expenses for the Sea Coach vessels, as prepared by Harris, Kerr, Forster & Co. 

Fifth, I have some selected excerpts from foreign newspaper articles evidencing 
the interest which my project has engendered abroad. I might say that these 
are only a few of such articles in my files, and I have in the hearing room perhaps 
10 or 15 times as many. 

I should like to request that all of the above documents be made a part of this 
record. 

I will not attempt to go over the complete details of my project in this state- 
ment, but shall leave for the members of this committee to develop through their 
questions the special facets in which they may be interested. 

I think it is only fair to point out, however, that I am not a steamship man, 
although I have associated myself with shipping people, such as Admiral Clark 
and others, in this project. As my project moves along to completion, obviously, 
a staff of experienced steamship personnel will be employed. My own experi- 
ence, however, has been in the field of commercial hotels, wherein I have been 
quite successful. As evidence of my standing in the hotel field and to show my 
sincerity in this project, I have requested my major banking connections to write 
Chairman Bonner, to which letters I have already referred. 

I refer the committee to ny experience and standing in the hotel business not 
for the purpose of self-glorification, but because I believe it is critically relevant 
to the proposal which we present. Although I have no personal experience in 
steamship business, I have had a great interest in ocean passenger operations 
for many years. This interest has grown more intense the deeper I delve into 
the problem, and it has now become so compelling and overwhelming in my life 
that I will not rest until these ships are built. 

It has been at least 25 years since I first came to the conclusion that passenger 
vessels are essentially and fundamentally floating hotels. I realize that there 
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ire other complications involved in steamship operations for which technical 
assistance must be employed, but insofar as sales, service, and maintenance are 
concerned, the ocean passenger operation ‘is essentially a floating hotel operation 
My conclusions in this respect have been corroborated by many years of personal 
study, during which I have spent a large sum of money to develop my plans, and 
by endless discussions with virtually every level of employees and officers con- 
nected with existing passenger operations. 

I have observed the fact, as others have, that traditional transoceanic pas- 
senger operations have been geared basically to cater to the relatively small 
percentage of our population which is able to afford the highest luxury. In the 
past I have referred to this as the “caviar and pheasant” clientele. I should 
like to make it clear, however, before I proceed further, that it is not my inten- 
tion to criticize any existing operation. We urgently need more ships, as this 
committee has recently found in its report on H. R. 11451. I certainly applaud 
the conclusion of that report, and also the detailed and thorough hearings 
that preceded it. 

If I may allude to an analogy, which I believe to be the essence of this matter, 
there are many resources available to the American traveler in transcontinental 
trips in the form of hotels, motels, resorts, and others. It is obvious that all of 
our great population of travelers could not afford, and many do not desire, the 
splendor and services afforded by hotels such as the Waldorf-Astoria. The 
great preponderance of our population chooses, either through desire or because 
of the force of economic circumstances, less lavish arrangements. This devel- 
opment is evidenced by the fact that, in less than 10 years, the domestic motel 
industry has doubled in size, and there are now approximately 58,000 units with 
more than 1 million rooms spread across our Nation. 

I certainly would not advocate for 1 minute, however, that establishments such 
as the Waldorf-Astoria should be abolished. The country needs such luxury 
houses, which are a source of pride and pleasure, even for those who may not 
be fortunate enough to use them. 

Translating the situation to ocean transportation on the other hand, there are 
virtually no existing facilities available for over 95 percent of our population. 
Our domestic motel industry could net have developed if it had priced its facil- 
ities so that they were within the reach of only 5 percent of our population. I 
think the matter has never been better put than in a speech by Congressman 
Allen delivered in Portland, Oreg., on Maritime Day, May 21, 1956, where he 
stated as follows: 

“Our passenger ships carry approximately 18 percent of our passenger trade. 
Our ships are excellent in many instances but possibly too costly. Thousands of 
people want to travel. On the cross-country automobile trips which I make annu- 
ally, I see the accommodations which are constantly increasing and constantly 
filled, accommodations such as motels and reasonably priced eating establish- 
ments. I know from many experiences that two people can travel the 3,000 miles 
from Oakland to Washington for an out-of-pocket cost of $200 or less. As a 
matter of preference, my wife and I avoid the more costly establishments and 
the provision of services which we do not wish to have. I have wondered there 
is not some type of service at sea that permits people to travel in a fashion similar 
to that in which hundreds of thousands of people travel on land. I know that in 
an emergency we need passenger ships for transports. Thus far, however, no 
one has come forward with the development of the type of service which I have 
in mind although I understand it is now being considered by potential operators 
with substantial resources.” 

Congressman Allen has expressed most vividly and succinctly the reasons for 
our plan. This is precisely the vacuum in existing passenger services which Sea 
Coach proposes to begin to fill. I say begin to fill because the market for these 
ships is so tremendous that I believe we will need two more shortly after they 
are constructed. 

The parochial viewpoint of most operators in relation to tourist, visitor, and 
group passenger volume across the Atlantic has continually surprised me. During 
1957, approximately 2 million people crossed the Atlantic, with about half going 
by ship and the other half by plane. This breaks down into an average of only 
2,500 persons per day making the round-trip voyage. 

With the present boom in travel and business, the shorter workweek, high 
wages, and longer vacations and more leisure time, everyone is interested in and 
can afford some form of travel. 
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As the report of Mr. Habib proves the market for the Sea Coach ships is vir- 
tually unlimited. It has heretofore hardly been tapped. These conclusions are 
corroborated by the recent findings of the so-called Randall report on interna- 
tional travel. 

The main features of the Sea Coach project are summarized in our outline of 
the proposal which is before you. We propose to operate two 90,000-ton vessels 
at a commercial speed of 30 knots on a weekly schedule between Boston, Mass., 
and possibly other North Atlantic ports and Zeebrugge, Belgium. The vessels 
would be operated as a team, with weekly sailings from both the United States 
and Europe. This two-vessel operation is an essential part of our program and 
is necessary for the service we propose to provide. The minimum one-way fare 
between the United States and Europe would be $50, although, as in a commercial 
hotel, some other rooms would be priced higher. Each room would have closed 
circuit television and air conditioning and each room would be equipped with 
private toilet and shower. 

The vessels would be one-class ships, with every passenger being free to enjoy 
any and all of the facilities on the ships. There would be no so-called foisted 
services, because our ships would cater to the little man. Beyond the basic 
passenger fare, each passenger would have the choice of selecting his further 
expenditures, as he does when traveling in the United States. 

We do not contemplate any troopship type operation. An ocean trip is sup- 
posed to be enjoyable, and we would spare no expense to achieve that result. 
Although a large number of passengers would be carried on each sailing, the 
passengers would not be subjected to conditions of austerity. The vessels would 
be the largest and most luxurious passenger liners afloat, and each vessel would 
offer as much usable space per passenger as any ship afloat. There would be an 
extremely large amount of public space, which could readily be arranged to 
handle small or large groups by the use of sliding panels. Many different sources 
of entertainment would be available, such as cinema, skating rinks, sporting 
events, golf driving ranges, dancing, swimming pools, and planned entertainment 
and games, and, in short, practically all of the activities that would be available 
to a vacationer at the most luxurious summer or vacation resort. 

We will request no operating subsidy for this operation, because I believe we 
will need none. On the basis of a two-ship operation our pro forma operating 
statement, which I have distributed to the committee, shows that there will be 
an operating profit of more than $23 million per year before fixed charges, depre- 
ciation, interest, and taxes. 

I believe that the national defense features of these vessels are obvious. The 
vessels will have a sustained sea speed of 34 knots. Because of their uniform 
passenger accommodations, they will be more readily convertible to satisfactory 
troop carriers than any passenger vessels ever constructed. There would be no 
expensive changes necessary in the interior accommodations in order to make 
such conversion, and the change could be accomplished simply by the installation 
of second tiers of berths or prearranged hooks and supports. This would achieve 
an immediate doubling of the capacity. With the addition of 2,000 beds to the 
crew quarters (leaving 300 men for operating the ship), and ready accommoda- 
tions for at least an additional 1,000 men in the public spaces, the vessels could 
transport more than 15,000 men in ideal conditions and comfort, along with all 
necessary equipment, tanks, vehicles, artillery, missiles, and so forth. The entire 
conversion could be accomplished in 3 or 4 days, at minimum cost, providing beds, 
mattresses, pillows, life jackets, rafts, and eating utensils were available in 
advance. No passenger carrier ever constructed would afford such ready and 
inexpensive conversion. 

Under more austere conditions, the vessels could transport considerably more 
than 15,000 men as troop carriers. Furthermore, the galley facilities and dining 
areas would be ideally suited for troop carriage. 

The construction of Sea Coach vessels in United States shipyards would be in 
my opinion one of the most significant and fruitful steps ever taken to promote 
our national prestige and indeed our international relations. I believe it is 
inevitable that these vessels will eventually be built. I shall devote all my 
efforts and all of my resources to having them built in the United States and 
operated under our flag with American crews. It would be a catastrophic blow 
to our national prestige if we allow foreign interests, that have copied my plans, 
to achieve this great benefit to mankind and to international travel before we do. 

I am most appreciative of the attention the members of this committee are 
giving to this project, and I pray that the proposed legislation, giving us a chance 
to proceed, will be passed as speedily as possible. 
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We shall stand ready to answer to the best of our ability any questions the 
chairman or members of the committee may have. 
Thank you. 


Mr. Cantor. First of all, I should like to point out in response to 
the testimony of Mr. Morse that it is not clear that the Federal 
Maritime Board really understands what our bills provide. It should 
be emphasized that not 1 cent of governmental money could be ex- 
pended under these bills, unless we have first satisfied the Federal 
Maritime Board and Mr. Morse that we do possess the necessary 
equity and working capital. Mr. Morse and the Board will always 
have the final approval of this matter. The legislation in effect gives 
him the absolute veto power which should certainly satisfy any objec- 
tions he may have concerning the qualifications of my company. In 
addition to proving our financial qualifieations, we would also have 
to prove to the Board that : 

(1) We possess satisfactory final shipbuilding plans and 
spec ifications which can only be developed at the cost of perhaps 
$2 million which plans must be satisfactory also to the Secretary 
of the Navy; 
(2) That the plan is economically feasible and that it is all 
the , we say it is; and 
3) That we have the proper operating staff and management 
to la tin and maintain the ships over their entire economic life. 

I must emphasize what Congressman McCormack pointed out so 
well this morning—that we are only asking for a chance to proceed. 
Mr. Morse himself has testified on the previous superliner legis: ation 
that the existing framework of the Merchant Marine Act is “un- 
realistic” for purposes of the construction of large superliners. He 
so testified before the Senate Interstate and Foreign Commerce in 
May of this year. Ifthe Merchant Marine Act of 1936 is “unrealistic” 
for companies receiving operating differential subsidy under title VI 
of the Merchant Marine Act, which companies have substantial 
amounts of tax-free money in capital reserve funds, how could the 
provisions of that act possibly be realistic for my company which is 
attempting to start a new project ¢ 

It should also be pointed out that private financing for construction 
loans and mortgages on these vessels are almost absolutely impossible 
to obtain. I know this from firsthand experience because I have 
tried it. I have filed with the Federal Maritime Board an applica- 
tion for construction-differential subsidy under title V of the act and 
also an application for mortgage insurance under title XI of the act, 
and it is impossible for me to proceed with these applications to their 
final conclusion, because the project cannot be accomplished within 
the framework of that act. 

For example, I met with the largest insurance companies and banks, 
who ordinarily are willing to finance long-term shipping maturities, 
concerning this matter, and I was informed that they are not inter- 
ested in making loans, even at an interest rate of 514 percent, on ship- 
ping projects of this size, despite the fact that the loans and mort- 
gages involved may be insured. 

Therefore, it should be clearly recognized by this committee that 
when Mr. Morse testified that all new construction should take place 
and must take place under the Merchant Marine Act of 1936, he is 
making it absolutely impossible for any vessels of this type ever to 
be constructed. 
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I want to point out especially . this committee the matter concern- 
ing our financial qualifications. I did not really have the occasion to 
prove our financial qualifications to the Federal Maritime Board be- 
cause it was impossible to get discussions with them off the ground. 
Until a company constructing vessels of this sort has some assurance 
that, first of all, the project can be accomplished and that the Govern- 
ment’s participation would be available and, secondly, have some 
assurance of what the final price of the vessels would be, it is impos- 
sible to arrange detailed financing. I pointed out to Mr. Morse and 
the Board how I could arrange for the financing and from where it 
would be forthcoming, but, for example, unless "T knew whether the 
transaction required $50 million or $80 million or some other amount, 
nothing of a specific and final nature could be accomplished. I can 
assure you, and I am sure the committee is well aware, that the dif- 
ference of twenty or thirty million dollars is a sizable amount of 
money. 

With respect to my own financial position, I want to refer the com- 
mittee specifically to several letters from my major banking connec- 
tions, which letters have been addressed to the chairman of this 
committee upon my suggestion and state my financial position with 
each institution, and my general financial standing. 

I would request that these letters be made a part of this record and 
I can supply additional copies if you wish. 

The Cuamman. They will be placed in the record. 

Mr. Canror. Thank you. 

(The documents referred to follow :) 

EASTMAN DILLON, UNION Securities & Co., 
New York, N. Y., June 20, 1958. 
Mr. H. B. CANTor, 
President, Sea Coach Transatlantic Lines, Inc., 
New York, N. Y. 

Srrs: You have advised us of the pendency before the Congress of bills num- 
bered H. R. 10692 and H. R. 10638, which provide for the construction and sale 
to you of two large passenger vessels. Assuming these bills are favorably acted 
upon by the Congress and the ships are ultimately built and sold to your 
company, we would be prepared to formulate with you a plan for financing these 
vessels provided that in our opinion the project is feasible at that time. 


Yours very truly, 
DISQUE D. DEANE. 


THE MARINE MIDLAND TRUST COMPANY OF NEW YORK, 
New York, N. Y., June 20, 1958. 
Hon. HERBERT C. BONNER, 
Chairman, Merchant Marine and Fisheries Committee, 
House of Representatives, Washington, D.C. 

DEAR Sir: With reference to the bills introduced by Hon. John W. McCormack 
and Hon. John Ray, numbered, respectively, H. R. 10692 and H. R. 10638, we 
wish to advise you that Mr. Hyman B. Cantor has been a customer of this bank 
for many years, and we have also been favored with accounts from a number 
of the various hotel corporations controlled by him. We have been glad to ex- 
tend loans to Mr. Cantor from time to time, some of them having been in seven- 
figure amounts, and our experience in this connection has been excellent. Bal- 
ances carried with us by Mr. Cantor and the various corporations have at all 
times been very satisfactory. 

As you may know, Mr. Cantor has during his business career concentrated 
on the hotel field, having at various times owned and operated a number of 
hotels, both in New York and in other cities along the Atlantic seaboard. Our 
observations of his operations have indicated a uniformly successful pattern, 
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and we have seen figures indicating that Mr. Cantor is a man of very substantial 
means, running into eight-figure totals. He has always kept his financial affairs 
in liquid condition, with large amounts of United States Government and mu- 
nicipal bonds at his disposal. 

It is our feeling that Mr. Cantor is a businessman of real ability and imagi- 


nation who will not undertake a project which he does not intend to carry to 
completion. 


Very truly yours, 
CHARLES S. PHARIS, 
Administrative Vice President. 


CHEMICAL CORN EXCHANGE BANK, 
June 19, 1958. 
Hon. HERBERT C. BONNER, 
Chairman, Merchant Marine and Fisheries Committee, 
House of Representatives, Washington, D. C. 


Dear Str: With reference to the bills H. R. 10692 and H. R. 10638, presently 
pending before your committee, I wish to advise that Mr. Hyman B. Cantor has 
been well and favorably known to this bank for a number of years, carrying 
balances in substantial amounts. 

We regard Mr. Cantor as a man of reliability and substance and he has a fine 
reputation in this city. 

Very truly yours, 
J. J. CUNLIFFE, Vice President. 


First NATIONAL Ciry BANK, 
June 17, 1958. 
Re bills H. R. 10638 and H. R. 10692. 


Hon. HERBERT C. BONNER, 
Chairman, Merchant Marine and Fisheries Committee, 
House of Representatives, Washington, D. C. 


Dear Sir: Mr. Hyman B. Cantor, who is interested in the subject bills, has 
asked us to write you regarding his financial status and his business background. 

Mr. Cantor has maintained a personal account with us since February 2, 1954. 
Balances in this account average in high 5 to low 6 figures. We have in our 
files his personal statement indicating his net worth to be in eight figures as of 
December 31, 1955. 

All information coming to us relative to Mr. Cantor has been excellent. He 
is reputed to be one of the most able hotelmen in the country, presently operating 
a chain of hotels in this city and in Boston. 

We are pleased to recommend Mr. Cantor as a man of highest character and 
integrity. 

Very truly yours, 
PrREsTON L. TALLEY II, Assistant Manager. 


Tue CHASE MANHATTAN BANK, 
New York, N. Y., June 17, 1958. 
Hon. Hersert C. BONNER, 
Chairman, Merchant Marine and Fisheries Committee, 
House of Representatives, Washington, D.C. 


DEAR Mr. Bonner: This refers to bills H. R. 10692 and H. R. 10638 pending 
before your committee. 

Mr. Hyman B. Cantor, whose address we have as the Dixie Hotel, 250 West 
43d Street, this city, has maintained a personal account, in addition to several 
business accounts, with us since 1950. Our experience has at all times been 
most satisfactory and balances in the aggregate presently average in medium 
five-figure proportions. Several years ago we extended accommodation to Mr. 
Cantor in a medium six-figure amount. At that time he furnished us with 
a balance sheet which indicated a net worth in moderate eight figures. 
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Mr. Canter is the president of Carter Hotels Operating Corp. which controls 
a chain of hotels operating on the eastern seaboard. About 2 years ago, Mr. 
Cantor disposed of one of his holdings in the Carter chain, the Governor 
Clinton Hotel, at which time he realized a sizable profit which he invested in 
United States Government securities. The remaining hotels continue under 
his supervision and management and from what we have heard in banking 
circles operations have been quite profitable. 

We hold Mr. Cantor in high regard and in our opinion you may have full 
confidence in any representations he may make in connection with the matter 
before you. 

Yours very truly, 
WILLIAM HANNEWALD, 
Assistant Vice President. 


Tue Bowery SAVINGS BANK, 
June 19, 1958. 
Hon. HERBERT C. BONNER, 
Chairman, Merchant Marine and Fisheries Committee, 
House of Representatives, Washington, D.C. 

Dear Str: With reference to the bills introduced by the Honorable John 
McCormack and the Honorable John Ray, numbered respectively H. R. 10692 
and H. R. 10638, we wish to advise you that our experience with Mr. Hyman 
Cantor over a long period of years has been satisfactory in every respect. 

A number of years ago, we advanced a sizable amount of money to Mr. 
Cantor in the form of a first mortgage loan on a large hotel in the center of 
New York City. During this period of years, we have kept close observation on 
Mr. Cantor’s operations. This observation consisted of many visits to the 
hotel to observe the management and operation firsthand, and monthly studies 
of operating reports. Prior to making the loan, we made careful checks of Mr. 
Cantor’s operations in other hotels in the northeast section of the country. 

During this extended period, Mr. Cantor has lived up to the requirements 
of the contract meticulously. His interest and amortization have been paid 
promptly. He has maintained the property in first-class condition and, in fact, 
improved it with modernization programs to keep up with the expectations of 
his clientele. This experience has formed a favorable opinion of Mr. Cantor 
as an all-around businessman who puts great energy into his operations which 
are based on good judgment 

Very truly yours, 
R. W. SPARKS. 


AETNA LIFE INSURANCE Co., 
June 20, 1958. 
Hon. HERBERT C. BONNER, 
Chairman, Merchant Marine and Fisheries Committee, 
House of Representatives, Washington, D.C. 

DEAR Srr: With reference to the bills introduced by the Honorable John Me- 
Cormack and the Honorable John Ray numbered respectively, H. R. 10692 and 
H. R. 10638, this is to advise you of our business relationship with Mr. Hyman B. 
Cantor, who has an interest in this legislation. 

Mr. Cantor has owned and operated a group of hotels, among which is the 
George Washington at 21-389 Lexington Avenue, New York City. We have had a 
mortgage on this property for some years, in fact, dating prior to Mr. Cantor’s 
acquisition of the property. At Mr. Cantor’s request in 1950 we were privileged 
to consider revising the mortgage financing for him and increased the loan to 
$800,000. Since this time the loan has been amortized to a point where it is 
approximately $483,000. Throughout Mr. Cantor’s ownership of the property, 
through a corporation controlled by him, our experience has been satisfactory and 
all payments met with a high degree of promptness. 

Very truly yours, 
C. L. PRICKETT, 
Assistant Manager, Mortgage Loan Department. 


Mr. Canror. I would also request that a letter I have received from 
Eastman Dillon, Union Securities & Co., the largest underwriting 
house in the world, dated June 20, 1958, concerning their willingness 
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to formulate a plan for underwriting the part of the equity capital 
investment, beyond the participation w which I myself will make. I also 
have for the committee’s inspection my own net-worth statement, 
which I would request not be made a part of the record, but which I 
will be most willing to let the chairman and all members of the 
committee inspect. 

The Cuatrman. I donot think that is necessary. 

Mr. Cantor. Mr. Chairman, I know that I can arrange the necessary 
equity and working capital for this project. I know also that I can 
operate these ships profitably under the American flag by using Amer- 
ican crews without operating subsidy. I only request a reasonable 
chance to be able to prove these facts to the Federal Maritime Board. 
[ am sure that you will recognize that at a hearing of this sort the 
details of these matters cannot be fully explored and satisfactorily 
proven, but I can only indicate to you and the committee members the 
elements upon which we would prove our case. 

My financial position and standing is such that I know that I can 
personally arrange for the major part, if not all, of the equity capital 
required. If additional equity capital should be required or be consid- 
ered feasible by my company, I have the assurance that an underwrit- 
ing plan can be arranged. 

More importantly, however, I want to make it clear to this com- 
mittee that I am not here requesting that these bills be passed for the 
purpose of allowing me to go out into the market and speculate at 
the Government’s expense, or with the implicit endorsement by the 
Government of my project. This I do not intend to do. I know 
the project can be financed and if someone would only tell me the 
exact amount of money that would be needed or tell me the precise 
formula which would be used in arriving at a price at which the 
vessels would be sold to my company, I would come forward without 
delay with proof of our financial qualifications. 

The most important uncertainties in the present Merchant Marine 
Act are, first of all, that there is no assurance of what the price of 
the vessels so constructed would be, and a great deal of time and 
money must be spent in determining the foreign construction costs. 

Secondly, it is virtually impossible and I would say absolutely 
impossible, to finance private construction loans and mortgages on 
these vessels. 

With regard to the tremendous passenger market for my vessels and 
the other details of my program I believe that it would be more 
proper and beneficial 1f the members of this committee would de- 
velop these matters and their questions to me. I believe that the 
members of the committee are generally familiar with the details of 
my program and I would like them to feel free to develop any matter 
in which they may have a special interest or a question. We shall 
endeavor to answer such questions to the best of our ability. Before 
such questioning, however, I should like to identify for the record 
a number of exhibits which we have had prepared for this hearing 
and which I would like to have placed into the record. 

First, we have an economic study of the passenger market in the 
north Atlantic trade with specific reference to the proposal with Se: 
Coach, my company, to construct two large passenger superliners 
which was prepared by Nathan Habib & Associates. Mr. Habib is 
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a private transportation economist, and he is in the hearing room 
ready to answer any questions the committee may have concerning 
this study. He will be available at any time, at your convenience, for 
questioning. Since the statement is rather lengthy and detailed I 
would request that it be placed into the record without reading it. 

Secondly, we have an outline of our proposal setting forth the main 
details of our plan with reference to the proposed legislation there 
and also containing an artist’s drawing of the proposed Sea Coach 
vessels. We have a large picture of the proposed Sea Coach vessels 
on the easel on the side of the room, on which easel there are also 
some pictures of the general room arrangements on my vessels. 

Thirdly, I have a letter from the American Youth Hostels, dated 
June 27, of this year, signed by Mr. Trimble, president, which I be- 
lieve to be of special interest. This organization is comprised of 
approximately 1,300,000 young people in 32 countries, who are unani- 
mously behind this project for a low-cost transatlatic travel. 

Fourthly, I have a pro forma statement dated June 27, 1958 of 
estimated revenue and expenses for the Sea Coach vessels as prepared 
by Harris, Kerr, Forster & Co. 

Fifth, I have some selected excerpts from foreign newspaper articles 
evidencing the interest which my project has engendered abroad. I 
would like to say that these excerpts are only a few such articles in 
my file, and I have in the hearing room and in my office in New York 
perhaps 10 or 15 times as many. I should like to request that all of 
the above documents be made a part of this record along with the 
letter from Eastman Dillon and the letters from my banking institu- 
tions to which I have already referred. 

I am certainly most appreciative of the attention the members of 
this committee are giving to my project and to the many fine state- 
ments in our support that have already been made, especially the 
excellent presentation by Hon. John McCormack, the majority leader. 

I pray that the proposed legislation giving us a chance to proceed will 
be passed as speedily as possible. 

I thank you. 

(The exhibits referred to are in the files of the committee. ) 

The CHatrman. What do you mean in this bill by the words “to 
undertake the construction” / 

Mr. Canror. Pardon me ? 

The Cuamman. What do you mean, on line 9, page 1, by the words 
“undertake the construction” ? 

Mr. Kurrus. Mr. Chairman, may I answer that ” 

The CHatrMan. Yes. 

Mr. Kurrvs. The project that we envisage here is somewhat unusual 
in that we could have prone under the Merchant Marine Act of 
1936, theoretically, but because of the unrealistic framework of the 
act we were ¢ ompe ‘Iled to seek legislation. 

When we say “undertake the construction,” we really mean under- 
take to consider the whole project and eventually to undertake the ¢ ‘on- 
struction; in other words, to undertake to consider this specific project 
which will, we hope, eventuate in the construction of the vessels pro- 
vided that the company satisfactorily meets the requirements set forth 
in paragraph 3 of each bill. 

The Cuarrman. The bills heretofore have been a direction to con- 
struct and sell. 
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This says “to undertake the construction.” 

Mr. Kurrus. That is true, Mr. Chairman. We think that we are 
in a different position, for example, than the United States Lines or 
American President Lines, which are companies that are capitalized, 
which are companies that have operating personnel. They are com- 
panies that have experience in the steamship business. 

We do not want to have the Government buy a pig in a poke, so that 
in order to overcome that situation and to recognize the special situa- 
tion of our company we believe that the Federal Maritime Board 
should have the final authority to approve or to investigate and pass 
upon the economic feasibility of this project, our financial qualifica- 
tins, the shipbuilding plans, and any other details that they would 
ordinarily pass on in the case of an applicant. 

The Cuairman. That is what we had Mr. Morse down here this 
morning for. 

Mr. Kurrus. True. 

The Crairman. Now, I was trying to get him to state whether or 
not a ship of this type was necessary to the American merchant marine 
and the national defense. 

In the superliner hearings, as I pointed out when Mr. Morse was 
here, we were replacing the America by special legislation due to cer- 
tain conditions in existing law. 

Mr. Kurrus. That is perfectly true. 

The CuHatrmMan. The committee knew in that case what would be 
possible for the operator to invest in the replacement ship to meet 
the requirements of the American merchant marine and the national 
defense. 

Here we have something which really baffles me ina way. The only 
source I know from which to get the authentic information is the 
Maritime Administration. 

Mr. Kurrus. Let me say this, Mr. Chairman. Mr. Morse, when 
he testified, gave the an: alogy about the chicken and the egg. ‘That is 
essentially the basic problem in this situation. It is how you get 
started. If you start before the Federal Maritime Board to have an 
application processed, in the first place you have to spend 2 or 3 mil- 
hon dollars for shipbuilding plans. You have to implicate probably 
$50 million of equity capital, and an additional amount of maybe $7 
million or $8 million in working capital. You have to prove that you 
have an ope rating staff. You have to have the economic feasibility 
of the project p: issed upon by the Board. 

If you pass muster on all of those tests, theoretically if you could 
do it under 502 of the act, which you cannot, they would then go to 
the Secretary of Commerce for an appropriation. 

The Secretary of Commerce would probably lop off the appropria- 
tion because it has been the policy that no construction would take 
place under 502. 

The CHatrmMan. I understand all that. The Maritime Adminis- 
trator or the Board is directed under the 1936 act to say what is neces- 
sary tothe merchant marine. 

I am trying to get. at the point where they will say that this ship or 
a ship of this type is necessary, but cannot be built under the act. Then 
we have some ground to go on from there. 

Mr. Macponatp. Would the chairman yield for one observation ? 

The CuatrmMan. Yes. 
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Mr. Macponap. Since I am a sponsor of this bill and the latest bill 
with the refinements that the Sea Coach people wanted, it was my 
understanding when I put the bill in that the words “to undertake 
the construction” meant to construct these ships. 

Am I incorrect in my feeling when I introduced this bill ? 

Mr. Kurrus. No; but I was pointing out that because we are in a 
different situation than the United States Lines and American Presi- 
dent Lines, and perhaps I misconceived the question, that we were not 
authorized to have a direction put in the bill that the Secretary of 
Commerce should construct these vessels. 

Mr. Macponaxp. Is not what you are after an authorization ¢ 

Mr. Kurrus. An authorization to have the Secretary of Commerce 
go ahead with the construction provided that he was satisfied that we 
passed all the tests. 

Mr. Macpon ALD. Therefore, actually the words “to undertake to 
construct” could be stricken to say that “the Secretary of Commerce is 
hereby authorized to construct * * *.” 

Mr. Kurrus. I think that that ch: ange could be made. 

The Cuarrman. You understand that I am not trying to argue 
against your proposal but I am always jealous of protecting the 
reputation of this committee with respect to the things that we do 
here. 

I want to again get back to the two superliners that we authorized 
to be constructed and sold, and the reasons why this committee took 
that step. It was because, as I have said before, we had to, under 
law, replace the America or else lay it up, and replace the ship in the 
Pacific. We were face to face with that problem. 

The Maritime Board said to us that it cannot be done under the 
1936 act but it needs to be done and must be done to the best interests 
of the American merchant marine. Therefore, this committee had to 
work on legislation to accomplish the purpose that we all admitted 
was necessary. 

Now we have to have some assurance here before this committee 
that this is necessary and that this is feasible, and you have heard 
the testimony of the Administrator of Maritime Affairs and Chair- 
man of the Board. ‘That is the position. 

Now, let the rest of the committee dis scuss the matter. Lamina 
quandary myself as to what kind of position to take on a subject of 
this kind. I have not been convinced by any testimony yet. 

Mr. Tollefson ? 

Mr. Totierson. Mr. Chairman. 

From what Mr. Morse said, there are no detailed plans and speci- 
fications as yet. Is there any way of determining the cost of con- 
struction of these vessels with any degree of certainty without some 
plans and specifications ? 

L ask that of any one of you. 

Mr. Kurrus. We have only had general indications of what the 
cost would be, Mr. Tollefson, and we have what we thought to be 
reliable estimates from the shipyards. The original estimate that 
was given to us was $270 million. 

Mr. Totterson. For the two ships? 

Mr. Kurrus. For the two ships, and then subsequently we under- 
stood that the price would be higher and we had the bills changed 
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and Mr. Macdonald introduced an amended bill which provides that 
we would pay 50 percent of the cost of the commercial equivalent 
vessel in order to protect the Government in case the cost of the ves- 
sels did exceed the estimate that we had. 

Mr. Totierson. How close to the actual cost would the estimated 
figures be? Have you any idea at all? Would it be $5 million, or 
$10 million, or $20 million away ? 

Mr. Kurrus. There is no prototype vessel in this case. We have no 
experience, and I think that Mr. Henry is in a better position to esti- 
mate it than we are but, as far as getting : 1 price figure or even a 
generally precise figure, I think it is impossible at this time. 

Mr. Torerson. Suppose that we approve the bill and Congress 
approves it. What would be the next step? Would somebody draw 
up some plans _ specifications 4 

Mr. Kurrus. | think that is the whole point, Mr. Tollefson. 

If Congress were to approve the bill, that would not give us any 
carte blanche authority to have the vessels constructed. We would 
then spend $2 million or $3 million to get the shipbuilding plans drawn 
up. We would arrange for our equity and working capital and come 
in with a detailed plan to the Federal Maritime Board and prove these 
matters, and then if the Federal Maritime Board were satisfied, they 
would still have to request appropriations from Congress, and the ap- 
propriation would 5 1 or 2 years away at the least. 

Mr. MacponaLp. Would vou yield for a question, Mr. Tollefson ? 

Mr. TouLerson. Y es. 

Mr. Macponatp. Then the blueprints shown to me in my office do 
not really constitute what this vessel is going to be like? 

Mr. Kurrus. They may constitute the general outline of what the 
vessel is going to be like, and they are known as preliminary drawings 
but, as far as getting the detailed shipbuildi ng plans, where you have 
to draw each item that is going to be part of the ship, that is a much 
more det uiled job and is exceedingly expensive. The cost is approxi- 
mately $2 million or $3 million. 

The Cuamman. Let me interrupt you one minute. 

In this bill on page 2, I call your attention to line 3 

There is hereby authorized to be appropriated to the Department of Commerce 
such sums as may be necessary, these moneys to remain available until expended, 
for the construction, outfitting, and equipping of such transatlantic passenger 
superliner vessels. 

This is an authorization for construction. I am not unsympathetic 
with the gentleman’s views or program or idea, but we have to have 
something here to work on. 

And I might say to you, sir, the plans of the two ships for which 
we did report our special legislation for had been submitted. They 
were programed. They had been designed and submitted and esti- 
mates of cost were on them, and other features necessary to induce this 
committee to take action. The only question with the committee was 
whether the facts, as testified to by the operators, were correct that 
they could not invest more than they said they could invest. 

We submitted that question to the General Accounting Office and 
had an audit of their private businesses and the General Accounting 
Office substantiated the testimony of the private operators. 

That is how those ships were authorized by special legislation. 

Mr. Kurrus. May I make an observation ? 
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The CHarrman. In a situation of this kind if this bill was a bill 
to amend the act of 1936 to give the Maritime Administration broader 
authority and direct them to do certain things in conjunction with 
advanced construction of ships, it would be another matter, but these 
do not go hand in hand, in my opinion. 

I want you to criticize my statement and enlighten me if you will, 
sir. 

Mr. Kurrus. Well, Mr. Chairman, if we have to come in with the 
shipbuilding designs before we seek the legislation, you are asking 
somebody to make an expenditure of $2 million or $3 million on a 
gamble. 

Mr. Totierson. Could I interrupt right on that point ¢ 

Suppose we did pass the bill and Congress did approve the bill. 
You said a moment ago that you would go ahead and spend $2 million 
or $3 million on plans and specifications. Even if you did you would 
not know that it would then meet with the approval of the Maritime 
Ac gs ation, so you would still be gambling. 

Mr. Kurrus. We certainly would be gambling. 

Mr. Totterson. Do I understand that if you had this bill passed 
you would be perfectly willing to spend the $2 million or $3 million 
knowing that Maritime Administration might not thereafter approve ? 

Mr. Kurrus. The odds would be narrowed er rably, Mr. Tollef- 


son. It is a question of 5 to 1 or 50 to 1. I think any gambler will 
take the short odds but to ask someb ody to spe nd the moneys pigs to 
that time on a gamble that the Maritime Administration might do it 


and might request the appropriation are just too long odds to deal 
WIth. 

Mr. Totuerson. I think this is one of the real questions that we 
have to determine. 

Mr. Kurrus. I think it is, too. I think it is going to take a great 
deal of time for aaphaay to amend the act to take care of this special 
situation. I do not think it is a situation that necessarily has to be 
taken care of by a general amendment of the act. I do not think that 
superlin ers are built eve ry day. It seems to me that it is a a Yr 
that can be taken care of in special situations as they come up. Thore 
have not been more than 2 or 3 requests to build superliners in the 
last 5 years, so why should there be a general amendment to the act? 

The Cuatrman. If you will pardon me, sir, look at page 2, line 9, 
section 2: 

The Secretary of Commerce, through the Federal Maritime Board and Mari 
time Administration, is hereby authorized to enter into a construction contract 
for said vessels with a domestic shipbuilder 

Now. what security do vou pr if up, S] r? These vessels, it is estl- 
mated. will cost $190 mi illion apiece. Suppos se we were to pass this 
bill and the Federal eee built ie , ships uf $190 milion 
apiece and you would find out, sir, that you could not operate the ships. 
Now, then, the ships are oviven sii k to the Federal Government and the 
Maritime Administration has testified that they are not favorable to 
this venture. 

The responsibility on this committee to present a bill like this to the 
House is going to be more than my shoulders can bear. 

Mr. Kurrus. Mr. Bonner, let me make it clear that the Federal 
Government would not spend one penny unless the Maritime Board 
were convinced. 
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The Citarrman. You read your own language. They are directed 
here. 

Mr. Kurrus. Directed to do what, Mr. Chairman ? 

The CuarrmMan. They are directed to enter into a construction 
contract. 

Mr. Kurrus. It says they are authorized to enter into a construction 
contract. 

The CuatrmMan. “Hereby authorized.” 

Mr. Kurrus. Not “directed.” They cannot spend one nickel of 
Government money unless they are convinced that the project is eco- 
nomically feasible, and if Mr. Morse, who testified on the basis of what 
has been submitted already, still remains unconvinced that the project 
is economically unfeasible, the project will never get off the ground. 
It isas simple as that. 

There cannot be one nickel of money spent under this until the Fed- 
eral Maritime Board is convinced. 

The Cuatrman. I will turn it around this way. After hearing his 
testimony this morning which would be called to the attention of the 
House when I report the bill here the House would tell me to bring this 
bill back to the committee and get some support from Government 
somewhere that they are interested in this construction. 

Mr. Macponatp. Would the gentleman yield ¢ 

The CHairmMan. Yes. 

Mr. Macponatp. Actually I do not mean to paraphrase it but it 
seems to me that Mr. Morse’s testimony was similar on the building of 
the superliners when it passed the House. 

When pinned down as to why he was opposed to this bill, he fell 
back on the same argument he used against the superliners. Actually 
I must say that I have had my eyes opened a little bit. 

The Cnatrman. I will say to you for your enlightenment in the 
conversation that Mr. Morse came to me and asked me to arrange a 
hearing in which he could testify that the 1936 act was inadequate and 
pave the way for special legislation under which to replace the Amer- 
aca and the ship in the Pacific. That is the reason that that came to 
“—. 

I did not grab that out of the stars in any way. There were situa- 
tions existing between Mr. Morse and others that Mr. Morse’s heart 
was one way in some instances and his testimony was another way. 
[ understand that and you understand it. 

We will have to recess. 

Mr. Macponaup. Can I ask one last question of Mr. Kurrus? 

If this is so that has just been said on line 20 on page 2 how come the 
figure came up $70 million per vessel ? 

Mr. Kurrus. That was based on the original estimate from the ship- 
vards that we had when the bills were prepared. The original bills 
introduced by Mr. McCormack and Mr. Ray had the $70 million figure 
which was, we figured, about 45 percent. In other words, we would be 
receiving a 45 percent subsidy on the $270 million figure which was 
well within the range of what you can approve, I believe, under the 
Merchant Marine Act of 1936. When we received the information 
that the $270 million estimate might be low, we requested that addi- 
tional language be put in there to protect the Government and we pro- 
vided for “or 50 percent of the commercial equivalent vessel whichever 
1S sheahans” 
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It seems to me that it is a higher amount than anybody else has ever 
been willing to pay. 

I am sorry if 1 misled you, Mr. Macdonald, with respect to the type 
of shipbuilding plans. 1 think it is true that American President 
Lines itself did not have detailed shipbuilding plans that could go to 
the shipyard. They still have design work to do on it. We are not 
so far different from American President Lines in that respect, but, 
of course, that company and the United States Lines are in a much 
different position than we are. They have money in a capital reserve 
fund and they can proceed much further before the Board than we 
possibly can. We are only asking for a chance to proceed and I do 
not see how the Government could possibly lose one nickel by just 
giving us a chance to prove the economic feasibility. 

I might say, Mr. Chairman, that we have a great deal of detail 
in these exhibits which we did not take the time to read and did not 
take the time to point out, but as far as the market is concerned, as far 
as the economic feasibility is concerned, I believe we have it all here set 
forth. We have a detailed pro forma statement by a firm of certified 
public accountants. 

We have a detailed economic study of the passenger market of some 
80 pages prepared by a private economist. 

We have an outline of our project. We have spent a good deal of 
money to get the preliminary designs of the ship done. 

We are willing to go ahead here. We are only asking for the 
chance to proceed, and I fail to see how else we could do it. There 
is no other way that I know that the project could possibly go ahead 
unless it is given some kind of endorsement by Congress at the outset. 
If it is not given an endorsement, this type of ship could never be 
built. 

Mr. Macponaup. While there is a lull in the testimony, I would 
like to say that I am still sold on the idea as an idea and I think that 
you have hold of a very substantial and good thing, but I must also say 
that I thought that it was more firmed up than apparently it is. 

Mr. Kurrvs. It is firmed up with respect to the details being worked 
out, but as far as putting any one of the details specifically together, 
it has not been firmed up, andwe are not so far different than a great 
many other companies that have made applications before the ‘Fed- 
eral Maritime Board and received approval in principle for such 
things as title XI insurance and trade-out programs. 

The Cnarrman. Let me interrupt you. If Iam wrong I want to be 
corrected. 

In construction of this type, it is necessary for Maritime to submit 
the plans to Navy for their comments with respect to national defense, 
where subsidized construction is concerned. 

How would this be done if there are no firm plans of the vessel? 

Mr. Kurrus. That is just the point, Mr. Chairman. We would 
develop the firm plans of the vessel. 

The Cuarrman. Admiral Will, you heard the question I pro- 
pounded. Stand up, if you will. I want to help these gentlemen. 
I am not trying to obstruct this idea at all but is it not necessary that 
the detailed pla ins be submitted to National Defense ? 

As I understand, the plans go to Navy when a ship is going to be 
accorded construction-differential subsidy. 
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Admiral Witt (Vice Admiral John M. Will, Military Sea Trans- 
portation Service). It is necessary, Mr. Chairman, if the ship is 
going to be accorded a subsidy to cover defense features. It is not 
necessary for the construction subsidy but for the national defense 
features. 

The CuatrmMan. There would have to be some defense features for 
a ship of this type? 

Admiral Witt. Yes, sir. The Navy Department would determine 
the defense features that they desire. 

The CHamman. Before Maritime could go into any program at 
all, that would have to be done? 

Admiral Witxt. I do not believe that it would be necessary for 
Maritime to have too much detail of the plans or to be too well- 
informed on the defense features that would be desired to determine 
first the need for this type of ship and then the economic feasibility 
of its operation. 

Mr. Macponatp. Could I ask one question, Mr. Chairman ? 

The CuarrMan. Yes. 

Mr. Macponatp. Have the Defense Department and Navy Depart- 
ment taken any position about this ship ? 

Admiral Wir1. Admiral Wilson is, I believe, prepared to come up 
when the committee asks for his appearance to present the Depart- 
ment of Defense position. 

I am here merely for interest. 

The CHarmman. I was ne for information. Somebody has to 
defray the expense of the \iled plans of this vessel before it can be 
considered by Maritime a i Defense as being feasible and necessary. 

Admiral Witx. That is true. 

The Crarrman. I ask the witness, then, who is going to pay the 
expense of that ? 

Mr. Kurrus. The expense of what, sir? Excuse me. 

The Cuarrman. The plans and specifications and details of this 
vessel. 

Mr. Kurrus. We are going to pay the expense. We are not asking 
for any short cut in that respect. We are just asking for an oppor- 
tunity to go ahead and prepare the plans. I have said that in the 
legisl: ition, 

The Cuarrman. There is nothing to keep you from submitting this 
to Maritime at the present time, is there ? 

Mr. Kurrus. Nothing in the wide world except $2 million or $3 
million of expenditure that would be gambled. 

The CuarrmMan. That was the question asked. 

Then who would pay that expenditure? Do you expect Maritime 
to pay it? 

Mr. Kurrus. No, sir. 

The Cuarrman. Who would pay it? 

Mr. Kurrus. We would pay it, and the reason that we do not do 
it right now, Mr. Chairman, is because the odds are too long. There 
is not any money available to build these ships. They could not be 
constructed. 

The Cuarrman. There never is money available in advance. 

Mr. Kurrus. No; there is not, but the ships would have to be con- 
structed under section 504 of the act, which means that you have to 
raise your own construction loan financing. 
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The CHarrman. I will have to recess this hearing until I set an- 
other date, sir, and have you gentlemen back, 

The committee will stand adjourned. 

(Whereupon, at 4:45 p. m., the committee adjourned subject to 
the call of the Chair.) 

(The following was furnished for insertion :) 


STATEMENT OF Harry E. O’REILLY ON BEHALF OF MARITIME TRADES DEPARTMENT, 
AFL-CIO, on Bitts H. R. 10692, H. R. 10688, ano H. R. 18097 


My name is Harry E. O’Reilly. I am executive secretary-treasurer of the 
maritime trades department of the American Federation of Labor and Congress 
of Industrial Organizations. 

The president of the department is Paul Hall, who is also the president of 
the Seafarers’ International Union of North America, and secretary-treasurer 
of the Atlantic and gulf district of that union. 

Attached to this statement is a list of the affiliates of the maritime trades 
department. Briefly, the affiliates comprise organized workers in the maritime 
industry, including the licensed and unlicensed personnel who sail the ships, 
the longshoremen who load and unload them, the warehousemen who receive 
and store cargoes, shoreside workers whose employment contributes to mari- 
time operations, shipbuilders, and other employees performing duties essential 
to the maritime industry. 

More specifically, I speak here today for the Seafarers’ International Union, 
the Masters, Mates, and Pilots, the Marine Engineers’ Beneficial Association, 
the International Brotherhood of Longshoremen, and the Shipbuilders. 

The legislation I am endorsing would also benefit other union members, such 
as the skilled mechanics of the International Association of Machinists. 

All of these unions and their members earnestly recommend that your com- 
mittee report favorably the bill introduced by the distinguished majority leader 
of the House of Representatives, H. R. 10692, or the bill H. R. 10638, introduced 
by Representative Ray of New York, which are identical, and which would 
authorize the construction of two low-fare transatlantic passenger superliners. 

We believe it is impossible to overstate the importance of building up and 
preserving the American merchant marine. Its existence is not only vital to 
maritime employees, but indispensible to the prosperity and safety of this 
country. Experts from the Department of Defense have repeatedly stated that 
the safety of this country depends upon the existence of an efficient merchant 
marine operating under the American flag, capable of carrying a minimum of 50 
percent of our foreign commerce. Unfortunately, today American-flag ships are 
carrying only about 25 percent of our exports and imports. This figure, which is 
about one-half of what the experts estimate as the safe minimum, is the measure 
of our national danger. If total war came upon us, we would be unable to 
deliver, in any foreign area, either the men or the material which would be 
necessary to wage that war. We know that this committee is aware of these 
alarming facts and is doing what it can to overcome this frightening deficiency. 
Unfortunately, it appears that neither the Congress nor the administration is 
aware of, or in any event has taken steps to correct, our maritime deficiency 
and to place our merchant fleet in a position of readiness. 

Of all segments of our maritime industry, probably the one which is least 
adequate is our passenger fleet. In the post-Korean era, only one new American 
passenger company has come into existence, the American Banner Line, which 
at present is operating only one passenger ship on trade route 7. As I speak, 
that ship is sailing on her second voyage. But, as I say, notwithstanding the 
great increase in passenger traffic between this country and Europe, notwith- 
standing the fact that brandnew, highly efficient, and thoroughly modern for- 
eign ships are swarming in our harbors, grabbing an ever-increasing share of our 
foreign commerce, and by substandard wages and working conditions driving the 
American merchant marine from the seas, the American Banner Line is the 
only new American shipping company to commence operations in the last decade. 

The pending legislation, in our opinion, embodies a tremendous idea, which, 
if encouraged and sustained, would enable American initiative to capture its 
fair and adequate share of our foreign commerce. In spite of all the progress 
of recent years, it remains true that an ocean voyage to Europe is a luxury 
enjoyed only by the rich. This is a stupid and dangerous situation. American 
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ideas, principles, inventions, and cultural creations are now germinating through- 
out the world. But the degree to which American culture could be carried to 
the nations of the Old World would be vastly increased if we made it possible 
for the average American worker, American businessman, and American student 
to visit foreign countries. This would produce an intellectual and economic 
cross-fertilization which would accelerate the development of a peaceful society 
bountiful beyond our wildest dreams. 

And it is an economic paradox that only the rich can afford ocean travel. By 
train, bus, plane, and boat, we have woven tightly together the farflung empire 
which is the United States. In our economy, travel has become a daily neces- 
sity, instead of a rare luxury. I strongly believe that the travel tradition of 
Americans, the resolution of our people to see our country for themselves, to 
become acquainted with how other Americans think and live, has been our 
strongest economic stimulant. It is within our financial and industrial power 
to make a sea voyage to foreign lands an inexpensive commonplace. Indeed, it 
is surprising that with the material and facilities available in this country, no 
one has yet undertaken it. That is why the affiliates of this department salute 
the imagination and energy of Mr. H. B. Cantor, the creator of the idea embodied 
in the pending legislation. 

Mr. Cantor has planned 2 superliners, each of which would carry 6,000 
passengers and 1,300 crewmen. His plans would bring the roundtrip fare to 
Europe within the reach of almost every American. While preserving the 
highest standards of comfort and sanitation, he would open the vast Atlantic 
seaway to the worker and the student, to the poor and humble, to the middle 
class, to the rank and file. And by the creation of mass ocean carriage, he would 
make it possible for the common people in our allied nations to visit this country. 
Ocean travel, like land travel in this country, would become a daily necessity 
instead of a rare and costly luxury. 

If Mr. Cantor’s idea is allowed to materialize, we will have the beginning 
of a great and growing passenger fleet which will be capable not only of carrying 
peaceful voyages, but in time of national emergency could transport fighting 
men and material to every region of the earth. 

We think this is a superb idea. We think it is in the tradition of American 
industrial genius. We think it is worthy of the support of Congress, the admin- 
istration, and the people at large. As workers in the long-neglected maritime 
industry, we endorse this legislation and recommend that it be passed speedily. 

In behalf of the affiliates of the maritime trades department, I thank you for 
this opportunity to appear before you in the interests of the maritime industry. 


ATTACHMENT No. 1 


International Brotherhood of Boilermakers, Iron Ship Builders, Blacksmiths, 
Forgers, and Helpers 

American Federation of Technical Engineers 

International Union of Operating Engineers 

National Marine Engineers Beneficial Association 

International Brotherhood of Firemen and Oilers 

American Federation of Grain Millers 

International Brotherhood of Longshoremen 

International Organization of Masters, Mates and Pilots 

Seafarers’ International Union of North America 

American Federation of State, County and Municipal Employees 

The Commercial Telegraphers’ Union (Radio Officers) 

Office Employees International Union 

United Brotherhood of Carpenters and Joiners of America 


EDELSTEIN & EDELSTEIN, 
Asbury Park, N.d., July 7, 2958. 
CHAIRMAN, House MERCHANT MARINE COMMITTEE, 
House Office Building, 
Washington, D. C. 
Dear Sir: I read with great interest in yesterday’s Sunday Times the account 
of the testimony before your committee on the $50 superliners. 


As an interested citizen, I would like to convey to your committee my thoughts 
on this matter. 
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Contrary to the statement made by the Maritime Board Chairman there is a 
crying need for the type of service proposed by Mr. Cantor. As a citizen of 
modest means, and I know that I speak for many of my friends, such a service 
would not only create a new demand for transportation to Europe but would 
also satisfy a tremendous existing demand which cannot be met by the liners 
now in operation. 

I was particularly interested in this project as it was an answer to my problem 
of getting to Europe with my two children. Under the existing rates, such a 
trip would be beyond my means but with the $50 superliners, I could very 
readily make the trip and would undoubtedly make such a trip every few years. 

My wife and I made our first trip to Europe two summers ago. My experience 
in obtaining transportation then leads me to the conclusion that the $50 super- 
liners not only are practical but are essential if the great majority of the Amer- 
ican public, who desire to travel to Europe are to be able to fulfill their hopes 
and aspirations. 


So-called existing tourists rates are a misnomer and are practically no 
existent I started to make arrangements for transportation in October 1955 


for a contemplated trip in June 1956. I visited the American Lines and was 
told that they might consider an application for 2 years hence, for tourist travel 
} 


of course; if | were able to pay first-class passage they could accommodate me 


M 

for the 1956 season. I then tried the Cunard Lines and was told that they 
would accept a reservation for the 1957 season. I had no better luck with the 
Holland-American Lines. I was finally able to make a reservation with the 
French Lines and then only by advancing the sailing date from June to May 
and at a rate of $220 instead of the tourist rate of 5170 on which my budget 
initially was based. The advertised tourist rate of $170 is an impossibility 
because there are few such reservations available and those are taken up years 
in advance by the travel agencies. 

Since transportation charges constitute a major portion of the expense of a 
vacation in Europe, the $50 superliners would make a European vacation avail 
able to not only the wealthy but to the average American citizen be he of the 
laboring class, the white collar office worker, or the small-business man. I 
know from my own experience that once the traveler arrives in Europe, he can 
find food and lodging to accommodate the most meager budget. 

The construction of the $50 superliners would be of tremendous value to our 
foreign policy. Travel by American citizens to Europe would be beneficial to 
this country in two ways; one, by a grea 
American citizens and Europeans and secondly, it would create in the minds of 
many of our citizens, after a trip to Europe, a greater appreciation of our own 
country. It would also be of economic value since it would aid the foreign 
economics and consequently reduce the burden of foreign aid. 

The benefit of the proposed superliners to our military needs I would not 
comment on, as I do not have sufficient knowledge to form an opinion. 

For the information of your committee, I am in no way connected either 
directly or indirectly with the proponents of the superliners but I am interested 
only as a citizen in the success of the proposed superliners so that my family 
and my friends will have the opportunity in the near future of enjoying frequent 
trips to Europe at a cost within our means, 

Very truly yours, 


ter interchange of ideas between 








BENJAMIN EDELSTEIN. 





